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Dannhauser  Local  fi^unicipatity 

Annual  Financial  Statements  for  the  year  ended  30  June  2013 

Accounting  officer's  Responsibilities  and  Approva 


The  accounting  officer  is  required  by  the  Municipal  Finance  Management  Act  (Act  56  of  2003),  to  maintain  adequate 
accounting  records  and  is  responsible  for  the  content  and  integrity  of  the  annual  financial  statements  and  related  financial 
information  included  in  this  report.  It  is  the  responsibility  of  the  accounting  officer  to  ensure  that  the  annual  financial  statements 
fairly  present  the  state  of  affairs  of  the  municipality  as  at  the  end  of  the  financial  year  and  the  results  of  its  operations  and  cash 
flows  for  the  period  then  ended.  The  external  audited  are  responsible  for  reporting  on  the  fair  presentation  of  the  annual 
financial  statements. 

The  annua!  financial  statements  have  been  prepared  in  accordance  vrith  Standards  of  Generally  Recognised  Accounting 
Practices  (GRAP). 

The  annua!  financial  statements  are  based  upc^  appropriate  accounting  policies  consistently  applied  and  supported  by 
reasonable  and  prudent  Judgements  and  estimates. 

The  accounting  officer  acknowledges  that  he  is  ultimately  responsible  for  the  system  of  internal  financial  control  established  by 
the  municipality  and  place  considerable  importance  on  maintaining  a strong  control  environment.  To  enable  the  accounting 
officer  to  meet  these  responsibilities,  the  accounting  officer  sets  standards  for  internal  control  aimed  at  reducing  the  risk  of 
error  or  loss  in  a cost  effective  manner.  The  standards  include  the  proper  delegation  of  responsibilities  within  a clearly  defined 
framework,  effective  accounting  procedures  and  adequate  segregation  of  duties  to  ensure  an  acceptable  level  of  risk.  These 
controls  are  monitored  throughout  the  municipality  and  all  employees  are  required  to  maintain  the  highest  ethical  standards  in 
ensuring  the  municipality's  business  is  conducted  in  a manner  that  in  all  reasonable  circumstances  is  above  reproach.  The 
focus  of  risk  management  in  the  municipality  is  on  identifying,  assessing,  managing  and  monitoring  all  known  forms  of  risk 
across  the  municipality.  While  operating  risk  cannot  be  fully  eliminated,  the  municipality  endeavours  to  minimise  it  by  ensuring 
that  appropriate  infrastructure,  controls,  systems  and  ethical  behaviour  are  applied  and  managed  within  predetermined 
procedures  and  constraints. 

The  accounting  officer  is  of  the  opinion,  based  on  the  information  and  explanations  given  by  management  that  the  system  of 
internal  control  provides  reasonable  assurance  that  the  financial  records  may  be  relied  on  for  the  preparation  of  the  annual 
financial  statements.  However,  any  system  of  internal  financial  control  can  provide  only  reasonable,  and  not  absolute, 
assurance  against  material  misstatement  or  loss. 

The  accounting  officer  has  reviewed  the  municipality’s  cash  flow  forecast  for  the  year  to  30  June  201 1 and,  in  the  light  of  this 
review  and  the  current  financial  position,  he  is  satisfied  that  the  municipality  has  or  has  access  to  adequate  resources  to 
continue  in  operational  existence  for  the  foreseeable  future. 

The  ’municipality  is  wholly  dependent  on  the  income  from  services,  rates  and  grants  for  continued  funding  of  operations.  The 
annual  financial  statements  are  prepared  on  the  basis  that  the  municipality  is  a going  concern  and  that  the  council  has  neither 
the  intention  nor  the  need  to  liquidate  or  curtail  materially  the  scale  of  the  municipality. 

The  externa!  auditors  are  responsible  for  independently  reviewing  and  reporting  on  the  municipality’s  annual  financial 
statements.  The  annual  financial  statements  have  been  examined  by  the  municipality’s  external  auditors  and  their  report  is 
presented  on  page  1 0. 

"I  am  responsible  for  the  preparation  of  these  annual  financial  statements,  which  are  set  out  on  pages  4 to  41 . in  terms  of 
Section  1 26(1 ) of  the  Municipal  Finance  Management  Act  and  which  I have  signed  on  behalf  of  the  Municipality.  The  annua! 
financial  statements  have  been  prepared  on  the  going  concern  basis  and  v/ere  approved  by  the  Accounting  officer. 

I certify  that  the  salaries,  allowances  and  benefits  of  Councillors,  loans  made  to  Councillors,  if  any,  and  payments  made  to 
Counciliors  for  loss  of  office,  if  any,  as  disclosed  in  note  19  of  these  annual  financial  statements  are  within  the  upper  limits  of 
the  framework  envisaged  in  Section  219  of  the  Cionstitution,  read  with  the  Remuneration  of  Public  Officer  Bearers  Act  and  the 
Minister  of  Provincial  and  Local  Government’s  determination  in  accordance  with  this  Act.’’ 


Mr.WB  Nkosi 
30  August  2013 
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Annual  Financial  Statements  for  the  year  ended  30  June  2013 


Figures  in  Rand 


ASSETS 

Current  Assets 
investmente' 

Receivables  from  exchange  transactions 

VAT  receivable 

Consumer  debtors 

Cash  and  cash  equivalents 


Non-Current  Assets 
investment  property 
Property,  plant  and  equipment 
Intangible  assets 
Heritage  assets 

Total  Assets  ^ 

LIABIUTIES 

Current  Liabilities 

Operating  lease  liability 

Payables  from  exchange  transactions 

Unspent  conditional  grants  and  receipts 

Provisions 

Non'Current  Liabilities 
Retirement  benefit  obligation 

Total  Liabilities 
Net  Assets 

Housing  development  l\ind 
Accumulated  surplus 
Total  Net  Assets 


Nota(s)  2013  2012 


2 

14,007.249 

10,617,305 

3 

622,629 

405,437 

4 

1.099,489 

1,623,817 

5, 

1 ,829,020 

1,769,000 

6 

22,011.786 

2,285,722 

39,570,173 

18,701,281 

7 

8,708.000 

8,708,000 

8 

234,451,243 

232,967,184 

9 

46,187 

64,979 

10 

55,576 

55,576 

243,261,006 

241,795,739 

282,831,179 

258,497,020 

11 

6,664 

26,189 

12 

8,567,318 

15,177,035 

13 

23,412,522 

1,372,885 

14 

3,417,750 

3.255,000 

35,404,254 

19,831,109 

15  14,842,988 

11,786,918 

50,247,242 

31,618,027 

232,583,937 

226,878,993 

428,270 

356,878 

232,155,667 

226,522,114 

232,583,937 

226,878,992 

Annua!  Financial  Statements  for  the  year  ended  30  June  2013 


Statement  of  Financial  Performance 


Figures  in  Rand 

Note(s) 

2013 

2012 

■ ■ ■■ 

Revenue 


Service  charges 

16 

826,492 

755,190 

Rental  of  facilities  and  equipment 

127,651 

103,909 

Licences  and  permits 

1.211,01,5 

1,156,145 

Other  income 

17 

566,028 

367,641 

Interest  received  - investment 

1,047,737 

1,083,824 

Property  rates 

18 

8,693,165 

8,154,494 

Government  grants  & subsidies 

19 

71,907,522 

66,452,222 

Fines 

282,098 

167.190 

Total  revenue 

84,661,708 

78,230,616 

Expenditure 

Employee  related  costs 

20 

(14,698,052) 

(14,400,967) 

Remuneration  of  councillors 

21 

(4,356,576) 

(4.344,061) 

Post  retirement  benefits 

15 

(3,056,070) 

(6.470,872) 

Depreciation  and  amortisation 

22 

(22,718,009) 

(22,720,227) 

Impairment  loss/  Reversal  of  impairments 

23 

(2,631,163) 

(136,437) 

Repairs  and  maintenance 

(3,680,989) 

(2,354,913) 

Grants  and  subsidies  paid 

24 

(3.316,633) 

(11,181,699) 

General  expenses 

26 

(25,614,207) 

(34,266,063) 

Total  expenditure 

(80,071,668) 

(95,874,229) 

Gain  (loss)  on  disposal  of  assets  and  liabilities 

141,394 

(121.834) 

Surplus  (deficit)  for  the  year 

4.731,403 

(17,765,448) 

5 


Annual  Financial  Statements  for  the  year  ended  30  June  2013 


Figures  in  Rand 

Housing 

Development 

Fund 

Accumulated 

surplus 

Total  net 
assets 

Balance  at  01  July  201 1 

350,181 

242,792,758 

243.142.939 

Changes  in  net  assets 

Su/ptus  for  the  year 

6.697 

- 

6,697 

Net  income  recognised  directly  in  net  assets 

6,697 

. 

6,697 

Suiplus  for  the  period 

- 

(17,765,448) 

(17.765.448) 

Total  recognised  income  and  expenses  for  the  period 

6.697 

(17,765,448) 

(17,758,751) 

Prior  Year  Adjustment  - Stale  Cheques 

- 

929,525 

929,525 

Prior  Year  Adjustment  - Assets  adjustment  - assets  not  previously  verified 

565,279 

565,279 

Total  changes 

6,697 

(16,270.644) 

(16,263,947) 

Balance  at  01  July  201 2 

358,878 

226,522,114 

226,878,992 

Changes  in  net  assets 

Transfer  out 

- 

(136,637) 

(136,637) 

Revaluation 

1.038.787 

1,038,787 

Net  income  (losses)  recognised  directly  in  net  assets 

902.150 

902,150 

Surplus  for  the  period 

- 

4,731,403 

4,731,403 

Total  recognised  income  and  expenses  for  the  year 

- 

5,633,553 

5,633,553 

Surplus  for  the  year 

71,392 

- 

71.392 

Total  changes 

71,392 

5,633,553 

5,704,945 

Balance  at  30  June  2013 

428,270 

232,155,667 

232,583,937 
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Annual  Financial  Statements  for  the  year  ended  30  June  2013 


Figures  in  Rand 


Gash  flows  from  operating  activities 


Receipts 

Sale  of  goods  and  services 
Grants 

Interest  received 
Other  receipts 


Payments 
Employee  costs 
Suppliers 

Grants  and  subsidies  paid 

Net  cash  flovt/s  from  operatirtg  activities 

Cash  flows  from  Investing  activities 

Purchase  of  property,  plant  and  equipment 
Proceeds  from  sale  of  property,  plant  and  equipment 
Purchase  of  investment  property 
Purchase  of  other  intangible  assets 
Purchases  of  Investments 

Net  cash  flows  from  investing  activities 

Net  increase/fdecrease)  in  cash  and  cash  equivalents 
Cash  and  cash  equivalents  at  the  beginning  of  the  year 

Cash  and  cash  equivalents  at  the  end  of  the  year 


Note(s) 

2013 

2012 

11,387.537 

93.947,159 

1,047,737 

813.145 

17,278,095 

59,693,713 

1,083,824 

1.067,820 

107,195,578 

79,023,452 

{19,054,628) 

(35,924,438) 

(3,316,633) 

(18,603,760) 

(30.353.768) 

(11,181,699) 

(58,295,899) 

(60,139,227) 

28 

48,899,879 

18,884,225 

8 

(25.941,723) 

(14,630.639) 

6 

159,747 

30,941 

7 

- 

(2,200,000) 

9 

(1.896) 

(56,108) 

(3,389,944) 

(12,316,368.) 

(29,173,816) 

(16,855,806) 

19,726,064 

2,028,419 

2.285,722 

257,303 

6 

22,011,786 

2,286,722 
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Annual  Financial  Statements  for  the  year  ended  30  June  2013 


tatement  of  Comparison  of  Budget  and  Actual  Information 


Budget  on  Cash  Basis 

Figures  in  Rand 

Approved 

budget 

Ac^usflmente  Final  Budget  Actual  amounts  Difference 

on  comparable  between  final 
basis  budget  and 

actual 

Statement  of  Financial  Performance 
Revenue 


Revenue  from  exchange 
transactions 


Service  charges 

687,000 

- 

687,000 

826,492 

139.492 

Renta!  of  facilities  and  equipment 

- 

- 

- 

127,651 

127,651 

Licences  and  permits 

- 

- 

- 

1,211,015 

1,211.015 

Other  income 

1.705,000 

8,675,487 

10,380,487 

566,028 

(9,814,459) 

Interest  received  - investment 

1,084.000 

- 

1,084,000 

1,047,737 

(36.263) 

Total  revenue  from  exchange 
transactions 

3,476,000 

8,675,487 

12,151,487 

3.778,923 

(8,372,564) 

Revenue  from  non-exchange 
transactions 

Taxation  revenue 

Property  rates 

7.876,000 

7,876,000 

8,693,165 

817,165 

Government  grants  & subsidies 

53,190,000 

• 

63,190,000 

71,907,522 

18,717,522 

Transfer  revenue 

Fines 

. 

282,098 

282,096 

Total  revenue  from  non- 
exchange  transactions 

61,066,000 

- 

61,066,000 

80,862,785 

19,816,786 

Total  revenue 

64,542,000 

8,675,487 

73,217,487 

84,661,708 

11,444,221 

Expenditure 

Employee  related  costs 

(18,788,000) 

(6.463,715) 

(25,251,716) 

(14,698,052) 

10,553,663 

Remuneration  of  councillors 

(3,181,000) 

(610,403) 

(3,791,403) 

(4,356,576) 

(665,173) 

Post  retirement  benefits 

- 

- 

• 

(3,056,070) 

(3,056,070) 

Depreciation  and  amortisation 

. 

- 

• 

(22,718,009) 

(22.718.009) 

Impairment  loss/  Reversal  of 
impairments 

- 

- 

• 

(2,631,163) 

(2,631,163) 

Repairs  and  maintenance 

- 

- 

- 

(3,880,989) 

(3,680,989) 

Grants  and  subsidies  paid 

(16,322,000) 

- 

(16,322,000) 

(3.316.633) 

13,005,367 

General  Expenses 

(45,773,243) 

<4,993  444) 

(50,766,687) 

(25,614.207) 

25,152,480 

Total  expenditure 

84,064,243 

12,067,662 

96,131,805 

80,071,699 

(16,060,106) 

Operating  surpius/(deficit) 

(19,522,243) 

(3,392,075) 

(22,914,318) 

4,590,009 

27,504,327 

Gain  on  disposal  of  assets  and 
liabilities 

• 

- 

• 

141.394 

141,394 

Surplus 

(19,522,243) 

(3.392,075) 

(22,914,318) 

4,731 .403 

27,645,721 

Actual  Amount  on  Comparable 
Basis  as  Presented  in  the 
Budget  and  Actual 

Comparative  Statement 

19,522,243 

3,392,075 

22,914,318 

(4,731,403) 

(27,645,721) 
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Annua!  Financial  Statements  for  the  year  ended  30  June  2013 

Summary  of  Significant  Accounting  Policies 


1 . BASIS  OF  ACCOUNTING 
1.1  Basis  of  presentation 


These  Annual  financial  statements  have  been  prepared  in  accordance  with  Standards  of  Generally  Recognised  AccounUng 
Practice  (GRAP).inciuding  any  interpritetions,  guidelines  and  directives  issued  by  the  Accounting  Standards  Board  in 
accordance  with  Section  122{3)  of  the  Municipal  Finance  Management  Act,  {Act  No  56  of -2003). 

These  Annual  financial  statements  have  been  prepared  on  an  accrual  basis  of  accounting  and  are  in  accordance  with 
historical  cost  convention  unless  specified  othenwise. 

The  principa!  accounting  policies  adopted  in  the  preparation  of  these  financial  statements  are  set  out  below. 

Assets,  iiafaiiities,  revenues  and  expenses  have  not  been  offset  except  when  offsetting  is  required  or  permitted  by  a 
Standard  of  GRAP. 

The  accounting  policies  applied  are  consistent  with  those  used  to  present  die  previous  year's  financiai  statements,  unless 
explicitly  stated.  The  details  of  any  changes  in  accounting  policies  are  explained  in  the  relevant  policy, 

1.1.2  Presentation  currency. 

These  Annual  financiai  statements  are  presented  in  South  African  Rand,  which  is  the  functional  currency  of  the 
municipality. 

1.1.3  Going  concern  assumption. 

These  Annual  financiai  statements  have  been  prepared  on  die  assumption  that  the  municipality  will  continue  to  operate  as 
a going  concern  for  at  least  the  next  12  months. 

1.1.4.  Comparative  Information 

Budget  information  in  accordance  with  GRAP  1 and  24.  has  been  provided  in  these  financial  statements  and  forms  part  of 
the  unaudited  financial  statements. 

When  the  presentation  or  classification  of  items  in  the  financial  statements  is  amended,  prior  period  comparative  amounts 
are  restated.  The  nature  and  reason  for  the  reclassification  is  disclosed.  Where  accounting  errors  have  been  identified  in 
the  current  year,  the  correction  is  made  retrospectively  as  far  as  is  practicable,  and  the  prior  year  comparatives  are  restated 
accordingly.  Where  there  has  been  a change  in  accounting  policy  in  the  current  year,  the  adjustment  is  made 
retrospectively  as  far  as  is  practicable,  and  the  prior  year  comparatives  are  restated  accordingly. 

1.1,5  Standards,  amendments  to  standards  and  interpretations  issued  but  not  yet  effective. 

The  following  GRAP  standards  have  been  issued  and  have  not  been  early  adopted  by  the  municipaiity: 

GRAP  105  - Transfers  of  Functions  Between  Entities  Under  Common  Control 

GRAP  106  - Transfers  of  Functions  Between  Entities  Not  Under  Common  Control 

GRAP  107  - Mergers 

GRAP  18  ~ Segment  Reporting 

GRAP  20  - Related  Party  Disclosures 

The  Minister  of  Finance  annouced  that  the  ^plication  of  GRAP  21  and  GRAP103  will  be  effective  for  period  starting  after  1 
April  201 2.  Ail  other  standards  as  listed  above  wili  only  be  effective  when  a date  is  announced  by  the  Minister  of  Finance. 
Application  of  ail  of  the  above  GRAP  standards  will  be  effective  from  a date  to  be  announced  by  the  Minister  of  Finance. 
This  date  is  not  currently  avatlabie. 

Management  has  considered  aii  of  the  above-mentioned  GRAP  standards  issued  but  not  yet  effective  and  anticipates  that 
the  adoption  of  these  standards  will  not  have  a significant  impact  on  the  financial  position,  financiai  performance  or  cash 
flows  of  the  municipality. 


1 .1  Basis  of  presentation  {continued) 

1.1.$  Significant  judgements  and  sources  of  estimation  uncertamity 

In  preparing  the  annua!  financial  statemehte,  management  is  required  to  make  estirriates  and  assumptions  that  affect  the 
amounts  represented  in  the  annual  financial  statements  and  related  disclosures.  Use  of  available  information  and  the 
application  of  judgement  are  inherent  in  the  formation  of  estimates.  Actual  results  in  the  future  could  differ  from  these  estimates 
which  may  be  materia!  to  the  annual  financial  statements.  Significant  judgements  include: 

Trade  receivables  and  loans  and  receivables 

The  municipality  assesses  its  trade  receivables  and  loans  and  receivables  for  impairment  at  each  reporting  date.  In 
determining  whether  an  impairment  loss  should  be  recorded  in  the  statement  of  financial  performance,  the  municipality  makes 
judgements  as  to  whether  there  is  observable  data  indicating  a measurable  decrease  in  the  estimated  future  cash  flows  from  a 
financial  asset. 

An  estimate  is  made  for  doubtful  receivables  based  on  a review  of  all  outstanding  amounts  at  year-end.  Significant  financial 
difficulties  of  the  debtor,  default  and  delinquency  in  payments  are  considered  indicators  that  the  trade  receivables  are  impaired. 

Fair  value  estimation 

The  carrying  value  less  impairment  provision  of  trade  receivables  and  payables  are  assumed  to  approximate  their  fair  values. 
The  fair  value  of  financial  liabilities  for  dis<dosure  purposes  is  estimated  by  discounting  the  future  contractual  cash  flows  at  the 
current  market  interest  rate  that  is  available  to  the  municipality  for  similar  financial  instruments. 

Effective  Interest  rate 


The  municipality  used  the  incremental  borrowing  rate  to  discount  future  cash  flows. 

Provisions 

Provisions  were  raised  and  management  determined  an  estimate  based  on  the  infonnation  available.  Additional  disclosure  of 
these  estimates  is  included  in  note  12. 
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Annua!  Financial  Statements  for  the  year  ended  30  June  2013 

Summary  of  Significant  Accounting  Policies 


1 .2  PROPERTY,  PLANT  AND  EQUIPMENT 


1,2.1  Initial  recognition 

Property,  plant  and  equipment  are  tangible  non-current  assets  (including  infrastaicture  assets)  that  are  heid  for  use  in  the 
production  or  supply  of  goods  or  services,  rental  to  others,  or  for  administrative  purposes,  and  are  expected  to  be  used  during 
more  than  one  year,  items  of  property,  plant  and  equ^ment  are  mitiaity  recognised  as  assets  on  acqussrtion  date  and  are 
initially  recognised  as  an  asset  when; 

• it  is  probable  that  future  economic  benefite  or  service  poteUonal  associated  with  the  Item  will  flow  to  the  entity;  and 

• the  cost  of  the  item  can  be  measured  reliably. 


The  cost  of  an  item  of  property,  plant  and  equipment  is  the  purchase  price  and  other  costs  attributable  to  bring  the  asset  to  the 
location  and  condition  necessary  for  it  to  be  capable  of  operating  in  the  manner  intended  by  the  municipality.  Trade  discounts 
and  rebates  are  deducted  in  arriving  at  the  cost.  The  cost  also  includes  the  necessary  costs  of  dismantling  and  removing  the 
asset  and  restoring  the  site  on  which  it  is  located. 

When  significant  components  of  an  item  of  property,  plant  and  equipment  have  different  useful  lives,  they  are  accounted  for  as 
separate  items  (major  components)  of  property,  plant  and  equipment. 

Where  an  asset  is  acquired  by  the  municipality  for  no  or  nominal  consideration  (i.e,  a non-exchange  transaction),  the  cost  is 
deemed  to  be  equal  to  the  fair  value  of  that  asset  on  the  date  acquired. 

Where  an  item  of  property,  plant  and  equipment  is  acquired  in  exchange  for  a non-monetary  asset  or  monetary  assets,  or  a 
combination  of  monetary  and  non-monetary  assets,  the  asset  acquired  is  initially  measured  at  fair  value  (the  cost).  If  the 
acquired  item's  fair  value  was  not  determinable,  it's  deemed  cost  is  the  carrying  amount  of  the  asset(s)  given  up. 

Major  spare  parts  and  servicing  equipment  qualify  as  property,  plant  and  equipment  when  the  municipality  expects  to  use  ^em 
during  more  than  one  period.  Similarly,  if  the  major  spare  parts  and  servicing  equipment  can  be  used  only  in  connection  with 
an  item  of  property,  plant  and  equipment,  they  are  accounted  for  as  property,  plant  and  equipment. 

1.2.2  Subsequent  measurement,  - cost  and  revaluation  model 

Subsequent  to  initial  recognition,  items  of  property,  plant  and  equipment  such  as  Other  fixed  assets  are  measured  at  cost  less 
accumulated  depreciation  and  impairment  losses.  Land  is  not  depreciated  as  it  is  deemed  to  have  an  indefinite  useful  life. 

All  other  items  of  property,  plant  and  equipment  such  as  infrastructure.  Community  and  Buildings  am  carried  at  net 
replacement  amount, being  the  fair  value  at  the  date  of  revaluation  less  any  subsequent  accumulated  depreciation  and 
subsequent  accumulated  impairment  losses.  Revaluations  are  made  with  suffident  regularity  such  that  the  carrying  amount 
does  not  differ  materially  from  that  which  would  be  determined  using  fair  value  at  the  end  of  the  reporting  period. 

Where  the  municipality  replaces  parts  of  an  asset,  it  derecognises  the  part  of  the  asset  being  replaced  and  capitalises  the  new 
component,  Subsequent  expenditure  incurred  on  an  asset  is  capitalised  v>men  it  increases  the  capacity  or  future  economic 
benefits  associated  with  the  asset 

The  municipality  shall  revalue  ali  its  assets  that  are  under  revaluation  model  every  5 years. 

1.2.3  Depreciation  and  Impairment 

Depreciation  is  calculated  on  the  depreciable  amount,  using  the  straight-line  method  over  the  estimated  useful  lives  of  the 
assets.  Components  of  assets  that  are  significant  in  relation  to  the  whole  asset  and  that  have  different  useful  lives  are 
depreciated  ssparately. 

Property,  plant  and  equipment  are  depredated  on  tfie  straight  line  basis  over  their  expected  useful  lives  to  their  estimated 
residual  value. 

The  residual  value,  the  useful  life  of  an  asset  and  the  depweciation  method  is  reviewed  annually  and  any  changes  are 
recognised  as  a change  in  accounting  estimate  in  ttie  Stetement  of  Financial  Performance. 

The  municipality  tests  for  impairment  where  there  is  an  ir>dication  that  an  asset  may  be  impaired.  An  assessment  of  whether 


Annual  Financial  Statements  for  the  year  ended  M June  2013 


Summary  of  Significant  Accounting  Policies 


1.2  PROPERTY,  PLANT  AND  EQUIPMENT  (continued) 

there  is  an  indication  of  possible  impairment  is  done  at  each  n^rftig  date.  Where  the  carrying  amount  of  an  Item  of  property, 
plant  and  equipment  is  greater  ^an  the  estumated  recov^able  amount  {or  recoverable  service  amount),  it  is  written  down 
immediately  to  its  recoverable  amount  (or  recoverable  senri^  amount)  and  an  impairment  loss  is  charged  to  the  Statement  of 
Financial  Performance. 

1.2.4  Derecognition 


Items  of  Property,  plant  and  equipment  are  derecognised  when  me  asset  is  disposed  of  or  when  there  are  no  hirUier  economic 
benefits  or  service  potential  expected  from  the  use  of  the  asset.  The  gain  or  loss  arising  on  the  disposal  or  retirement  of  an 
Item  of  property,  plant  and  equipment  is  determined  as  Uie  difference  between  the  sales  proceeds  and  the  carrying  value  and 
is  recognised  in  the  Statement  of  Finandal  Performam^. 


1.2.S  Landfil  restroration 

The  municipality  has  an  obligation  to  dismantle,  remove  and  restore  items  of  property,  plant  and  equipment,  such  obligation  are 
referred  to  as  decomissioning,  restoration  and  similar  liabilitie.  The  cost  of  an  item  of  propery,  plant  and  equipment  includes  the 
initial  estimate  of  the  costs  of  dismantling  and  removing  the  item  and  restoring  the  site  on  which  it  is  located,  the  obligation  for 
which  a municipality  incurs  either  when  the  item  is  acguired  or  as  a conequence  of  having  used  the  item  during  a particular 
period  for  purposes  other  than  to  produce  inventories  during  that  period. 


The  useful  lives  of  items  of  property,  plant  and  equipment  have  been  assessed  as  follows. 


Item 

Land 

• Land 
Buildings 

Furniture  and  fixtures 

• Furniture  and  fittings 
Motor  vehicles 

Office  equipment 
IT  equipment 
infrastructure 

• Roads  and  paving 

• Pedestrian  mails 

• Dam 
Community 

- Buildings 

• Recreational  facilities 

• Security 

Other  property,  plant  and  equipment 
0 Specialist  vehicles 

• other  vehicles 
Landfil!  site 


Average  useful  life 

Indefinite 
30  years 

7-10  years 
5 years 
7-10  years 
3-  5 years 

30  years 
30  years 
30  years 

30  years 
30  years 
5 years 

10  years 
5 years 
15  years 
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1.3  Investment  property 

1.3.1  Initial  recognition 

Investment  property  indudes  property  (land  orabuildlng,  orpartof  a building,  or  both  land  or  buildings  held  under  an  operating 
lease  held  to  earn  rentals  and/or  for  capital  appredation,  rather  than  held  to  meet  service  delivery  objectives,  the  production  or 
supply  of  goods  or  services,  or  die  sale  of  an  asset  in  the  ordinary  course  of  operations. 

InvesPnent  Property  is  initially  recognised  when  ftjture  eccmomic  benefite  or  service  potential  are  probable  and  the  cost  or  fair 
value  can  be  determined  reliably. 

At  initial  recognition,  the  municipality  measures  investment  property  at  cost  including  transaction  costs  once  it  meets  the 
definition  of  investment  property.  However,  where  an  investment  proper^  was  acquired  through  a non-exchange  transaction 
{i.e.  where  it  acquired  the  investment  property  for  no  or  a nominal  value),  its  cost  is  its  fair  value  as  at  the  date  of  acquisition. 

The  cost  of  self-canstructed  investment  property  is  the  cost  at  date  of  completion. 

1.3.2  Subsequent  measurement-  cost  model 

Investment  property  is  measured  using  the  cost  model.  Under  the  cost  model,  investment  property  is  carried  at  cost  less  any 
accumulated  depreciation  and  any  accumulated  impairment  losses. 

Depreciation  is  calculated  on  the  depreciable  amount,  using  the  straight-line  meU^od  over  the  estimated  useful  lives  of  the 
assete.  Components  of  assets  that  are  significant  in  relation  to  the  whole  asset  and  that  have  different  useful  lives  are 
depreciated  separately.  The  annua!  depreciation  rates  are  based  on  the  following  estimated  average  asset  lives: 

investment  property  30  years 

1.4  Heritage  assets 

Heritage  assets  are  assets  that  have  a cultural,  environmental,  historical,  natural,  scientific,  technological  or  artistic  significance 
and  are  held  indefinitely  for  the  benefit  of  present  and  ftjture  generations. 

Recognition 

The  municipaiity  recognises  a heritage  asset  as  an  asset  if  it  is  probable  that  future  economic  benefits  or  service  potential 
associated  with  the  asset  will  flow  to  the  municipality,  and  the  cost  or  fair  value  of  the  asset  can  be  measured  reliably. 

Initial  measurement 

Heritage  assets  are  measured  at  cost. 

Where  a heritage  asset  is  acquired  through  a non-exchange  transaction,  its  cost  is  measured  at  its  fair  value  as  at  the  date  of 
acquisition. 

Subsequent  measurement 

After  recognition  as  an  asset,  a class  of  heritage  assets  is  carried  at  its  cost  less  any  accumulated  impairment  losses. 


Impairment 

The  municipality  assess  at  each  reporting  date  whether  there  is  an  indication  that  it  may  be  impaired.  If  any  such  indication 
exists,  the  municipality  estimates  the  recoverable  amount  or  the  recoverable  service  amount  of  the  heritage  asset.  The 
impaiment  loss  is  recognised  in  surpus  or  deficit. 

Transfers 

Transfers  from  heritage  assets  are  only  made  when  the  particular  asset  no  longer  meets  the  definition  of  a heritage  asset. 
Transfers  to  heritage  assets  are  only  made  when  the  asset  meets  Oie  definition  of  a heritage  asset. 
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Oannhauser  Local  IMunlcIpality 

Annual  Financial  Statements  for  the  year  ended  30  Jurte  2013 

Summary  of  Significant  Accounting  Policies 


14  Heritage  assete  (continued) 

Derecognition 

The  municipality  derecognises  heritage  asset  on  disposal,  or  when  ro  future  economic  benefits  or  service  potential  are 
expected  from  its  use  or  disposal. 

The  gain  or  loss  arising  from  the  derecognition  of  a heritage  asset  is  determined  as  the  difference  between  the  net  disposal 
proceeds,  if  any,  and.  the  carrying  amount  of  the  heritage  asset.  Such  difference  is  recognised  in  surplus  or  deficit  when  the 
heritage  asset  is  derecognised. 
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Dannhauser  Local  Municipality 

Annual  Financial  Statements  for  the  year  ended  30  June  2013 

Summary  of  Significant  Accounting  Policies 


1.S  Financial  instruments 
Classification 

The  municipality  dassifies  financial  assets  and  firiancial  liabBfties  into  the  following  categories: 

Loans  and  receivables 

Financial  liabilities  measured  at  amortised  cost 

Classification  depends  on  the  purpose  for  which  the  financial  instruments  were  obtained  / incurred  and  takes  place  at  initial 
recognition,  eiassification  is  re-assessed  on  an  annual  basis,  except  for  derivatives  and  financial  assets  designated  as  at  fair 
value  through  surplus  or  deficit,  which  shall  not  be  dassified  out  of  the  fair  value  through  surplus  or  deficit  category  . 


initial  recognition 

Financial  assets  and  financial  liabilities  are  recognised  on  the  municipality's  Statement  of  Financial  Position  when  the 
municipality  becomes  party  to  the  contractual  proxnsions  of  the  instrument.  The  financial  instruments  are  initially  recognised  at 
fair  value, 

The  municipality  does  not  offset  a financial  asset  and  a financial  liability  unless  a legally  enforceable  right  to  set  off  the 
recognised  amounts  currently  exist;  and  the  municipality  intends  either  to  setUe  on  a net  basis,  or  to  realise  the  asset  and  settle 
the  liability  simultaneously. 

1.5.2  Fair  value  methods  and  assumptions 

The  fair  values  of  financial  instruments  are  determined  as  follows; 

The  fair  values  of  quoted  investments  are  based  on  current  bid  prices. 

If  the  market  for  a financial  asset  is  not  active  (and  for  unlisted  securities),  the  municipality  establishes  fair  value  by  using 
valuation  techniques.  These  include  the  use  of  recent  arm’s  length  transactions,  reference  to  other  instruments  that  are 
substantially  the  same,  discounted  cash  flow  analysis,  and  option  pricing  models  making  maximum  use  of  market  Inputs  and 
relying  as  little  as  possible  on  municipality-specific  inputs. 

1.6.3  The  effective  Interest  rate  method 

The  effective  interest  method  is  a method  of  calculating  the  amortised  cost  of  a financial  asset  or  a fmancia!  liability  and  of 
allocating  the  interest  income  or  interest  expense  over  the  relevant  period.  The  effective  interest  rate  is  the  rate  that  exactly 
discounts  estimated  future  cash  payments  or  receipts  through  the  expected  life  of  the  financial  instrument  or,  when  appropriate, 
a shorter  period  to  the  net  carryir^  amount  of  the  financial  asset  or  financial  liability. 

1 5.4  Amortised  cost 

Amortised  cost  is  the  amount  at  which  the  financial  asset  or  financial  liability  is  measured  at  initial  recognition  minus  principal 
repayments,  plus  or  minus  the  cumulative  amortisation  using  the  effective  interest  method  of  any  difference  between  that  initial 
amount  and  the  maturity  amount,  and  minus  any  reduction  for  impairment  or  uncollectibility. 

initial  measurement 

Financial  instruments  are  initially  measured  at  fair  value  plus  in  the  case  of  a financial  asset  or  financial  liability  not  at  fair  value 
through  profit  or  loss,  transaction  costs  that  are  directly  attributable  to  the  acquisition  or  issue  of  the  financial  asset  or  financial 
liability.  Where  the  effect  of  any  extended  payment  terms  is  rrot  material  no  adjustirrents  are  made. 

The  fair  value  of  a financial  instrument  is  normally  the  transaction  pries,  but  may  be  affected  by  other  factors  which  the  entity 
takes  into  account  when  measuring  fair  value. 

Regular  way  purchases  or  services  are  recognised  using  bade  date  accounting.  All  other  financial  instruments  are  recognised 
when  the  entity  becomes  a party  to  tiie  contract. 
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1.5  Financial  instruments  (continued) 

Subsequent  measurement 

Financial  assets  Financial  assets  are  classified  into  the  fblldvwhg  categ6ries:Loans  and  receivables  Financial  assets  at  fair 
value  through  profit  or  loss  - Designated  Financial  assets  atlair  value  through  profit  or  loss  - Held  for  trading 


1.5.5  Avaiiabie  for  sale 

Available  for  sale  financial  assets  are  subsequenUy  measured  at  fair  value  with  changes  in  fair  value  being  recognised  directly 
in  net  assets  (equity). 

Cash  and  cash  equivalents  that  do  not  have  fixed  and  determinable  payments,  such  as  cash  held  in  current  or  cheque 
accounts,  are  classified  as  available  for  sale  financial  assets. 

1.5.8  Cash  and  cash  equivalent 

Cash  and  cash  equivalents  comprise  demand  deposits  and  other  short-term  highly  liquid  investments  that  are  readily 
convertible  to  a known  amount  of  cash  and  subject  to  an  insignificant  risk  or  changes  in  value.  Where  term  deposits  exceed 
three  months,  they  are  classified  under  another  class  of  financial  instrument,  depending  on  the  nature. 

Cash  and  cash  equivalente  are  subsequenfiy  recorded  at  fair  value  which  always  approximates  face  value. 

1.5.7  Loans  and  recievables 

Loans  and  receivables  are  subsequently  measured  at  amortised  cost  using  the  effective  interest  rate  method  less  any 
impairment  loss.  Interest  income  is  recognised  in  the  Statement  of  Financial  Performance  by  applying  the  effective  interest 
rate. 

Trade  and  other  receivables  (excluding  Value  Added  Taxation,  prepayment  and  operating  lease  receivables),  loans  to  group 
entities  and  loans  that  have  fixed  and  determinable  payments  that  ere  not  in  an  active  market  are  classified  as  loans  and 
receivables. 

1.5.8  Impairment 

At  reporting  date,  the  municipality  determines  where  there  is  any  objective  evidence  that  a financial  asset  or  group  of  financial 
assets  is  impaired. 

Financial  assets  carried  at  amortised  cost 

If  there  is  objective  evidence  that  an  impairment  loss  on  loans  and  receivable  or  held-to-maturity  investments  carried  at 
amortised  cost  has  been  incurred,  the  amount  of  the  loss  is  measured  as  the  difference  between  the  assets  carrying  amount 
and  the  present  value  of  estimated  toture  cash  flows  (excluding  future  credit  losses  that  have  not  been  incurred)  discounted  at 
the  financial  asset’s  origina!  effective  interest  rate.  The  carrying  amount  of  the  financial  asset  is  reduced  by  the  impairment 
toss  directly  for  financial  assets  with  the  excepflon  of  a trade  receivables,  where  the  carrying  amount  is  reduced  through  use  of 
an  allowance  account.  When  a trade  receivable  is  considered  uncollectable  it  is  written  off  against  the  allowance  accouht, 
Subsequent  recoveries  of  amounts  previously  written  off  are  credit  In  toe  Statement  of  Financial  Position.  Changes  in  the 
carrying  amount  of  the  allowance  account  are  recc^nised  in  the  Statement  of  Financial  Performance. 
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1.5  Financial  instruments  (continued) 

If  in  a subsequent  period,  the  amount  of  the  impairment  loss  is  deceased  and  the  decrease  can  be  related  objectively  to  an 
event  occurring  after  the  impairment  was  recognise,  the  prewou^y  recognised  impairment  loss  is  reversed  eiftier  direcdy  or  by 
adjusting  an  allowance  account.  The  reversal  may  not  result  in  a carrying  amount  of  the  financial  asset  that  exceeds  what  the 
amortised  cost  would  have  been  had  the  impairment  not  been  recognised  at  the  date  the  impairment  is  reversed . The  amount 
of  the  reversal  is  recognised  In  the  Statement  of  Financial  Performance. 

Avaiiab!e-for-saIe  financial  assets 

When  a decline  in  the  fair  value  of  an  available-for-sale  financial  asset  has  been  recognised  directly  in  the  net  assets  and  there 
is  objective  evidence  that  the  asset  is  impaired,  the  cumulative  loss  that  had  been  recognised  directly  in  net  assets  shall  be 
removed  and  recognised  in  the  Statement  of  Financial  Performance  even  though  the  financial  asset  has  been  derecognised. 

The  amount  of  the  cumulative  loss  that  is  removed  from  net  assets  and  recognised  in  the  Statement  of  Financial  Performance 
is  the  difference  between  the  acquisition  cost  (net  of  any  principal  repayment  and  amortisaiton)  and  current  fair  value,  less  any 
impairment  loss  on  the  financial  asset  previously  recognised  in  the  Statement  of  Financial  Performance. 

1.5.9  Financial  liabilities 

Financial  liabilities  are  classifed  into  the  following  categories: 

Financial  liabilities  at  fair  value  through  profit  or  loss 
Financial  liabilities  held  at  amortised  cost 

Financial  liabilies  held  at  amortised  cost  _ . ^ u , 

Trade  and  other  payables,  interest  bearing  debt  including  finance  lease  liabilities,  non-interest  bearing  debt  and  banK 
borrowings  are  included  in  financial  liabilities  held  at  amortised  cost. 

Trade  and  other  payables,  interest  bearing  debt  including  finance  lease  liabilities,  non-interesting  bearing  debt  and  bank 
borrowings  are  subsequently  measured  at  amortised  cost  using  the  effective  interest  rate  method.  Interest  expense  is 
recognised  in  tee  Statement  of  Financial  Performance  by  applying  the  effective  interest  rate. 

Bank  borrowings,  consisting  of  interest-bearing  short-term  bank  loans,  repayable  on  demand  and  overdrafts  are  recorded  at 
the  proceeds  received.  Finance  costs  are  accounted  for  using  the  effective  interest  rate  method  and  are  added  to  the  carrying 
amount  of  the  bank  borrowing  to  the  extent  that  they  are  not  settled  in  tee  period  teat  they  arise. 

1.5.10  Derecognition 

The  municipality  derecognises  a financial  asset  when  and  only  when;  tee  rights  to  the  cash  flows  from  tee  financial  asset 

expire;  or  it  transfers  the  financial  asset  and  the  transfer  qualifies  for  derecognition.  The  entity  firstly  needs  to  evaluate  the 
extent  to  which  it  retains  the  risks  and  rewards  of  ownership  of  the  financial  asset. 

The  municipality  transfers  a financial  asset  if  and  only  if.  it  either:  transfers  the  contractual  rights  to  receive  the  cash  flows  of 
the  financial  asset;  or  retains  the  contractual  rights  to  receive  the  cash  flows  of  the  financial  asset. 

The  entity  removes  a financial  liability  {or  part  of  financial  liability)  from  its  statement  of  financial  position  when,  and  only  when, 
it  is  extinguished  i.e.  when  the  obligation  specified  in  the  cx)ntract  is  discharged  or  called  or  expires. 

An  exchange  between  an  existing  borrower  and  lender  of  debt  instruments  wite  substantially  different  terms  is  accounted  for  as 
an  extinguishment  of  the  original  financial  liability  and  the  recognition  of  a new  financial  liability.  Similarly,  a substantial 
modification  of  the  terms  of  an  existing  financial  liability  or  a part  of  it  (whether  or  not  attributable  to  the  financial  difficulty  of  the 
debtor)  are  accounted  for  as  an  extinguishment  of  the  original  financial  liability  and  the  recognition  of  a new  financial  liability. 

The  municipality  recognises  the  difference  between  the  canning  amount  of  the  financial  liability  (or  part  of  a financial  liability) 
extinguished  or  transferred  to  another  party  and  the  consideration  paid,  including  any  non-cash  assets  transferred  or  liabilities 
assumed,  in  the  Statement  of  Financial  Performance. 

1.5.11  Contingent  assets  and  contingent  Uabilities 

Contingent  assets  and  contingent  tiabiiities  are  not  recognised.  Contingencies  are  disclosed  in  the  notes  to  the  annual 
financial  statements. 
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1.5  Financial  instrumentti  (continued) 

1.5.12  Unutilised  conditional  grants 

Unutilised  conditional  grants  are  financial  liabilities  that  are  separately  reflected  on  the  Statement  of  Financial  Position  They 
represent  unspent  government  grants,  subsidies  and  contributions  from  the  public. 

Derecognition 

1 .6  Leases 

A lease  is  classified  as  a finance  lease  if  it  transfers  substantially  ail  the  risks  and  rewards  incidental  to  ownership.  A lease  is 
classified  as  an  operating  lease  if  It  does  not  transfer  substantially  ali  the  risks  and  rewards  incidental  to  ownership. 

Operating  leases  • lessor 

Operating  lease  revenue  is  recognised  as  revenue  on  a straight-line  basis  over  the  lease  term. 

Initial  direct  costs  incurred  in  negotiating  and  arranging  operating  leases  are  added  to  the  carrying  amount  of  the  leased  asset 
and  recognised  as  an  expense  over  tie  lease  term  on  the  same  basis  as  the  lease  revenue, 

The  aggregate  cost  of  incentives  is  recognised  as  a reduction  of  rental  revenue  over  the  lease  term  on  a straight-iine  basis. 
The  aggregate  benefit  of  incentives  is  recognised  as  a reduction  of  rental  expense  over  the  lease  term  on  a straight-line  basis. 
Income  for  leases  is  disclosed  under  revenue  in  statement  of  financial  performance. 

Operating  leases  • lessee 

Operating  lease  payments  are  recognised  as  an  expense  on  a straight-line  basis  over  the  lease  term.  The  difference  between 
the  amounts  recognised  as  an  expense  and  the  contractual  payments  are  recognised  as  an  operating  lease  asset  or  liability. 
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1.7  Revenue 


1.7.1  Revenue  from  exchange  transactions 


Revenue  from  exchange  transactions  refers  to  revenue  mataccrues  to  the  entity  directly  in  return  for  services  rendered  or 
dlsSunts^’  approximates  the  consideratiPn  received  or  receivable,  excluding  indirect  taxes,  rebates  and 


Recognition 

Revenue  from  exchange  transactions  is  only  recx>gnised  once  all  of  the  following  criteria  have  been  satisfied: 

a)  The  entity  retains  neither  continuing  managerial  involvement  to  the  degree  usually  associated  with  ownership  nor  effective 
control  over  the  goods  sold; 

b)  The  amount  of  revenue  can  be  measured  reliably;  and 

c)  It  is  probable  that  the  economic  benefits  or  service  potential  associated  with  the  transaction  will  flow  to  the  entity  and  the 
costs  incurred  or  to  be  incurred  in  respect  of  the  transaction  can  be  measured  reliably 

Revenue  arising  out  of  situations  where  the  entity  acts  as  an  agent  on  behalf  of  another  entity  {the  principal}  is  limited  to  the 
amount  of  any  fee  or  commission  payable  to  the  entity  as  compensation  for  executing  the  agreed  services. 


Measurement 

Revenue  from  exchange  transactions  is  measured  at  the  fair  value  of  the  consideration  received  or  receivable  taking  into 
account  the  amount  of  any  trade  discounts  and  volume  rebates  allowed  by  the  entity. 

Service  chaises  relating  to  re^se  removal  are  recognised  on  a monthly  basis  in  arrears  by  applying  the  approved  tariff  to  each 
property  that  has  improvements.  Tariffs  are  determined  per  category  of  property  usage,  and  are  levied  monthly  based  on  the 
recorded  number  of  refuse  containers  per  property. 

Interest  revenue  is  recognised  on  a time  proportion  basis. 

Revenue  from  the  rental  of  facilities  and  equipment  is  recognised  on  a straighWine  basis  over  the  term  of  the  lease  agreement. 
Revenue  arising  from  the  application  of  the  approved  tariff  of  charges  is  recognised  when  the  relevant  service  is  rendered  by 
applying  the  relevant  gazetted  tariff.  This  includes  the  issuing  of  licences  and  permits. 

Revenue  arising  out  of  situations  where  the  municipality  acts  as  an  agent  on  behalf  of  another  entity  (the  principal)  is  limited  to 
the  amount  of  any  fee  or  commission  payable  to  the  municipality  as  compensation  for  executing  the  agreed  services. 

Expenditure  from  exchange  transaction 

Expenditure  arising  from  exchange-transactions  is  similar  to  the  policy  for  exchange  revenue. 

1.7.2  Revenue  from  non-exchange  transactions 
Recognition 


Revenue  from  non-exchange  transaction  arises  when  the  entity  either  receives  value  from  another  entity  without  directly  giving 
approximately  equal  value  in  exchange  or  gives  value  to  another  entity  without  directly  receiving  approximately  equal  value  in 
©xch3nQ$. 

Revenue  from  non-exchange  transactions  is  generally  recognised  to  the  extent  that  the  related  receipt  or  receivable  qualifies 
for  recognition  as  an  asset  and  there  is  no  liability  to  repay  the  amount. 

Grants,  transfers  and  donations  received  or  receivable  are  recognised  when  the  resources  that  have  been  transferred  meet  the 
criteria  for  recognition  as  an  asset  and  there  is  not  a comesporiding  liabiii^  in  respect  of  related  condions. 


An  asset  that  is  recognised  as  a result  of  a non-exchange  fransaction  is  recognised  at  its  fair  value  at  the  date  of  the  transfer 
Consequently,  revenue  arising  from  a non-exchange  transaction  is  measured  at  the  fair  value  of  the  asset  received,  less  the 
amount  of  any  liabilities  that  are  also  recognised  due  to  conditions  that  must  still  be  satisfied. 
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1.7  Revenue  (continued) 

Revenue  from  probity  rates  is  recognised  when  the  legal  entitlement  to  this  revenue  arises.  Coilection  charges  are  recoanised 
when  such  amounts  are  Jegaily  enforceable.  Penalty  interest  on  unpaid  rates  is  recognised  on  a time  proportior^ate  basis.^ 

summonses.  Revenue  from  spot  fines  and  summonses  is  recognised  when  payment  is 
3SS  ^ ^ ^ estimate  of  spot  fines  and  summonses  that  will  be  received  based  .on  past  experience  of  amounts 


^ donations  is  recognised  when  all  conditions  associated  with  the  contribution  have  been 
Sfiiiw  5^  cofitnbution  is  to  finance  property,  plant  and  equipment,  when  such  items  of  property,  plant  and  equipment 

qualifies  for  recognition  and  first  becomes  available  for  use  by  the  munidpality.  ^ ^ 


Contributed  property,  plant  and  equipment  is  recognised  when  sucrfi  items  of 
recognition  and  become  available  for  use  by  the  municipality. 


property,  plant  and  equipment  qualifies  for 


1.7.3  Grants,  transfers  and  donations 


Grants,  transfers  and  donations  received  or  receivable  are  recognised  when  the  resources  that  have  been  transferred  meet  the 
criteria  for  r^ognitton  as  an  asset.  A corresponding  liability  is  raised  to  the  extent  that  the  grant,  transfer  or  donation  is 
conditional.  The  liability  is  transferred  to  revenue  as  and  when  the  conditions  attached  to  the  grant  are  met.  Grants  without  anv 
conditions  attached  are  recognised  as  revenue  when  the  asset  is  recognised. 


An  exchange  transaction  is  one  in  which  the  municipality  receives  assets  or  services,  or  has  liabilities  extinguished,  and  directiv 
gives  approximately  equal  value  (primarily  in  the  form  of  goods,  services  or  use  of  assets)  to  file  other  party  in  exchange. 


Pair  value  is  the  amount  for  which  an  asset  could  be  exchanged,  or  a liability  settled,  between  knowledgeable  wiltino  oarties  in 
an  arm  s length  transaction.  uho'kbo'h 


1.8  Unauthorised  expenditure 

Unauthorised  expenditure  is  expenditure  that  has  not  been  budgeted,  expenditure  that  is  not  in  terms  of  the  conditions  of  an 
^location  received  from  another  sphere  of  goi^rnment,  municipality  or  organ  of  state  and  expenditure  in  the  form  of  a grant 
that  is  not  permitted  in  terms  of  the  Municipal  Finance  Management  Act  (Act  No.56  of  2003),  Unauthorised  expenditure  is 
accounted  for  as  an  expense  in  the  Statement  of  Financial  Performance  and  where  recovered,  it  is  subsequently  accounted  for 
as  revenue  in  the  Statement  of  Financial  Performance. 

1.9  Fruitless  and  wasteful  expenditure 


Fruitless  and  wasteful  expenditure  is  expenditure  that  was  made  in  vain  ano  would  have  been  avoided  had  reasonable  care 
been  exercised.  Fruitless  and  wasteful  expenditure  is  accounted  for  as  expenditure  in  the  Statement  of  Financial  Performance 
and  where  recovered,  it  is  subsequently  accounted  for  as  revenue  in  the  Statement  of  Financial  Performance, 


1.10  Irregular  expenditure 

Irregular  expenditure  is  expenditure  that  is  contrary  to  the  Municipal  Finance  Management  Act  (Act  No.56  of  2003)  the 
Municipal  Systems  Act  {Act  No.32  of  2000).  the  Public  Office  Bearers  Act  (Act  No.  20  of  1998)  or  is  in  contravention  of  the 
Municipality's  supply  chain  management  policy,  Irregular  expenditure  excludes  unauthorised  expenditure.  Irregular  expenditure 
IS  accounted  for  as  expenditure  in  the  Statement  of  Financial  Performance  and  where  recovered,  it  is  subsequently  accounted 
for  as  revenue  in  the  Statement  of  Financial  Performance. 
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1.11  Provision  and  Contigencles 

Provisions  are  recognised  when  the  munidpaNty  has  a present  or  constructive  obligation  as  a result  of  past  evente,  ft  is 
probabie  that  sn  outflow  of  resources  embodying  economic  benefits  wifi  be  required  to  settle  the  obligation  and  a reliable 
estimate  of  the  provision  can  be  made.  Provisions  are  reviewed  at  reporting  date  and  adjusted  to  reflect  the  current  best 
estimate.  Where  the  effect  is  material,  non-current  prowsions  are  discounted  to  their  present  value  using  a pre-tax  discount 
rate  that  reflects  the  markets  current  assessment  of  the  tune  value  of  money,  adjusted  for  risks  specific  to  the  liability  (for 
example  in  the  case  of  obligations  for  me  rehabilitation  of  land). 

The  municipality  does  not  recognise  a contingent  liability  or  contingent  asset.  A contingent  liability  is  disclosed  unless  the 
possibility  of  an  outflow  of  resources  embodying  economic  benefits  is  remote.  A contingent  asset  is  disdosed  where  an  inflow 
of  economic  benefits  is  probable. 

Future  events  that  may  affect  the  amount  required  to  settle  an  obligation  are  reflected  in  the  amount  of  a provision  where  there 
is  sufficient  objective  evidence  that  they  will  occur.  Gains  from  the  expected  disposal  of  assets  are  not  taken  into  account  in 
measuring  a provision.  Provisions  are  not  recognised  for  future  operating  losses.  The  present  obligation  under  an  onerous 
contract  is  recognised  and  measured  as  a provision. 

Where  the  effect  of  time  value  of  money  is  material,  the  amount  of  a provision  is  the  present  value  of  the  expenditures 
expected  to  be  required  to  settle  the  obligation. 

Where  some  or  all  of  the  expenditure  required  to  settle  a provision  is  expected  to  be  reimbursed  by  another  party,  tite 
reimbursement  is  recognised  when,  and  only  when,  it  is  virtually  certain  that  reimbursement  will  be  received  if  the  municipality 
settles  the  obligation.  The  reimbursement  is  treated  as  a separate  asset.  The  amount  recognised  for  tiie  reimbursement  does 
not  exceed  the  amount  of  the  provision. 

Provisions  are  reviewed  at  each  reporting  date  and  adjusted  to  reflect  the  current  best  estimate.  Provisions  are  reversed  if  it  is 
no  longer  probabie  that  an  outflow  of  resources  embodying  economic  benefits  or  service  potential  will  be  required,  to  settle  the 
obligation. 

Where  discounting  is  used,  the  carrying  amount  of  a provision  increases  in  each  period  to  reflect  the  passage  of  time.  This 
increase  is  recognised  as  an  interest  expense. 

A provision  is  used  only  for  expenditures  for  which  the  provision  was  originally  recognised. 

Provisions  are  not  recognised  for  future  operating  deficits. 

No  obligation  arises  as  a consequence  of  the  sale  or  transfer  of  an  operation  until  the  municipality  is  committed  to  the  sale 
or  transfer,  that  is,  there  is  a binding  arrangement. 

After  their  initial  recognition  contingent  liabilities  recognised  m entity  combinations  that  are  recognised  separately  are 

subsequently  measured  at  the  higher  of 

the  amount  that  would  be  recognised  as  a provision;  and 

the  amount  initially  recognised  less  cumulative  amortisation. 

Contingent  assets  and  contingent  liabilities  are  not  recognised-  Contingencies  are  disclosed  in  note  33. 
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1.1 2  Impairment  of  cash-generating  assets 


The  municipality  assesses  at  each  reporting  date  whether  there  Is  any  indication  that  an  asset  may  be  impaired,  if  any  such 
indication  existe,  the  municipality  estimates  the  recowrable  sef>rfce  amount  of  the  asset. 

Irrespective  of  whether  there  is  any  indication  of  impainment.  the  municipairty  also: 

- tests  intangible  assets  with  an  indefinite,  useftjl  life  or  intangible  assete  not  yet  available  for  use  for  impairment  annually  by 
comparing  its  carrying  amount  with  its  recoverable  amount.  This  impairment  test  is  performed  during  the  annual  period  and  at 
the  same  time  every  period. 

if  the  recoverable  service  amount  of  an  asset  is  less  than  its  carrying  amount,  me  carrying  amount  of  the  asset  is  reduced  to  its 
recoverable  servir^  amount.  That  reduction  is  an  impairment  loss. 

An  impainnent  loss  of  assets  carried  at  cost  less  any  accumulated  depreciation  or  amortisation  is  recognised  immediately  in 
surplus  or  deficit.  Any  impairment  loss  of  a revalued  asset  is  treated  as  a revaluation  decrease. 

A municipality  assesses  at  each  reporting  date  whether  there  is  any  indication  that  an  impairment  loss  recognised  in  prior 
periods  for  assets  may  no  longer  exist  or  may  have  decreased.  If  any  such  indication  exists,  the  recoverable  service  amounts 
of  those  assets  are  estimated.  The  increased  carrying  amount  of  an  asset  attributable  to  a reversal  of  an  impairment  loss  does 
not  exceed  the  carrying  amount  that  would  have  been  determined  had  no  impainnent  loss  been  recognised  for  the  asset  in 
prior  periods. 

A reversal  of  an  impairment  loss  of  assets  carried  at  cost  less  accumulated  depreciation  or  amortisation  is  recognised 
immediately  in  surplus  or  deficit.  Any  reversal  of  an  impairment  loss  of  a revalued  asset  is  treated  as  a revaluation  increase. 


1.13  Value  added  tax 

The  Municipality  is  registered  with  SARS  for  VAT  on  the  pa>TOents  basis,  in  accordance  with  Sec15(2){a)  of  the  Value-Added 
Tax  Act  No  89  of  1991, 

1.14  Employee  benefits 

1.15,1  Short-term  employee  benefits 


The  cost  of  short-term  employee  benefits,  (those  payable  within  12  months  after  the  service  is  rendered,  such  as  paid 
vacation  leave  and  sick  leave,  bonuses,  and  non-monetary  benefits  such  as  medical  care),  are  recognised  in  the  period  in 

which  the  service  is  rendered  are  not  discounted. 

The  expected  cost  of  compensated  absence  is  recognised  as  an  expense  as  the  employees  render  services  that  increase 
their  entitlement  or,  in  the  case  of  non-acaimulating  absences,,  when  the  absence  occurs. 

The  expected  costs  of  surplus  sharing  and  bonus  payments  is  recognised  as  an  expense  when  there  is  a legal  or  constructive 
obligation  to  make  such  payments  as  a result  of  past  performance. 

1.15.2  Retirement  benefits 


Whilst  employees  and  councillors  are  employed  by  the  municipaiily,  the  municipality  contributes  to  their  medical  aid  and 
pension  funds.  On  termination,  resignation  or  retirement  of  employees  and  councillors  the  municpality  no  longer  contributes  to 
the  medical  aid  and  pension  funds  on  their  behalf  and  feus  there  are  no  post  employment  benefits. 

1.15  Housing  development  fund 

The  Housing  Development  Fund  was  established  in  terms  of  the  Housing  Act,  (Act  No.  107  of  1997).  Loans  from  national  and 
provincial  government  used  to  finance  housing  selling  sdiemes  undertaken  by  fee  municipality  were  extinguished  on  1 April 
1998  and  transferred  to  a Housing  Development  Fund.  HcKJSing  selling  schemes,  both  complete  and  in  progress  as  at  1 April 
1998,  were  also  transferred  to  fee  Housing  Development  Fund.  In  terms  of  the  Housing  Act,  all  proceeds  from  housing 
developments,  which  include  rental  income  and  sales  of  houses,  must  be  paid  into  fee  Housing  Development  Fund.  Monies 
standing  to  the  credit  of  the  Housing  Development  Fund  can  be  used  only  to  finance  housina  developments  within  the 
municipal  area  subject  to  the  approval  of  fee  Provincial  MEG  responsible  for  housing. 
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1.16  Related  parties 

The  municipality  operates  in  an  economic  sector  currency  dominated  by  entities  directly  or  indirectly  owned  by  the  South 
African  Government.  As  a consequence  of  the  constitut'onai  independence  of  the  three  spheres  of  government  in  South  Africa, 
on!y  entities  within  the  national  sphere  of  government  are  c«^sidered  to  be  related  parties. 

Management  are  those  persons  responsible  for  planning,  directing  and  controlling  the  activities  of  the  municipality,  including 
those  charged  with  the  governance  of  the  municipality  in  accordance  witti  legislation,  in  instances  where  they  are  required  to 
perform  such  functions, 

Close  members  of  the  family  of  a person  are  considered  to  be  those  family  members  who  may  be  expected  to  i nfluence,  or  be 
influenced  by,  that  management  in  their  dealirvgs  xwifli  the  municipa%. 

Only  transactions  with  related  parties  not  at  aim's  length  or  not  in  the  ordinary  course  of  business  are  disclosed, 

1.1 7 Non-current  assets  held  for  sale  and  disposal  groups 

Non-current  assets  and  disposal  groups  are  classified  as  held  for  sale  if  their  carrying  amount  will  be  recovered  principally 
through  a sale  transaction  rather  than  through  continuing  use.  This  condition  is  regarded  as  met  only  when  the  sale  is  highly 
probable  and  the  asset  (or  disposal  group)  is  available  for  immediate  sale  in  its  present  condition.  Management  must  be 
committed  to  the  saie,  which  should  be  expected  to  qualify  for  recognition  as  a completed  sale  within  one  year  from  the  date  of 
classification. 

Non-current  assets  held  for  sate  (or  disposal  group)  are  measured  at  the  lower  of  its  carrying  amount  and  fair  value  less  costs 
to  sell. 

A non-current  asset  is  not  depreciated  {or  amortised)  white  it  is  classified  as  held  for  sate,  or  while  i{  is  part  of  a disposal  group 
classified  as  held  for  sate. 

Interest  and  other  expenses  attributable  to  the  liabilities  of  a disposal  group  classified  as  held  for  saie  are  recognised  in  surplus 
or  deficit. 

1 .1 8 Use  of  estimates 

The  preparation  of  annual  financial  statements  in  conformity  with  Standards  of  GRAP  requires  the  use  of  certain  critical 
accounting  estimates.  It  also  requires  management  to  exercise  its  judgement  in  the  process  of  applying  the  municipality’s 
accounting  policies.  The  areas  involving  a higher  degree  of  judgement  or  complexity,  or  areas  where  assumptions  and 
estimates  are  significant  to  the  annual  financial  statements  are  disclosed  in  the  relevant  sections  of  the  annual  financial 
statements.  Although  these  estimates  are  based  on  management’s  best  knowledge  of  current  events  and  actions  they  may 
undertake  in  the  future,  actual  results  ufiimatety  may  differ  from  those  estimates. 

1.19  Offsetting 

Assets,  liabilities,  revenue  and  expenses  have  not  been  offset  except  when  offeetting  is  required  or  permitted  by  a Standard  of 
GRAP 

1.20  Gratuities 

The  municipality  provides  gratuities  for  qualifying  staff  m^bers  in  terms  of  the  relevant  conditions  of  employment.  The 
expenditure  is  recognised  in  the  statement  of  financial  performance  vi^en  the  gratuity  is  paid. 

1.21  Investments 

Where  the  carrying  amount  of  an  investment  is  greater  than  toe  estimated  recoverable  amount,  it  is  written  down  immediately 
to  its  recoverable  amount  and  an  impairment  loss  is  ctoarged  to  the  statement  of  financial  performance. 
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otes  to  the  Annual  Financial  Statements 


Figures  in  Rand 

2013 

2012 

2,  Imestments 

Designated  at  fair  value 

Cali  Inves^ents 

14.007,249 

10,617,305 

Current  assets 

Designated  at  fair  value 

14.007,249 

10,617,305 

3.  Receivables  from  exchange  transactions 

Other  receivables 

622,629 

405.437 

4.  VAT  receivable 

VAT 

5.  Consumer  debtors 

1,099,489 

1,623,817 

Cross  balances 

Rates 

8.499,891 

7,448,589 

Refuse 

2,477,648 

1,673,868 

10,977,439 

9,122,457 

Less:  Allowance  for  Impairment 

Rates 

(6,375,998) 

(5,957,138) 

Refuse 

(2,772,421) 

(1,396,319) 

(9,148,419) 

(7,353.457) 

Net  balance 

Rates 

2,123,893 

1,491,451 

Refuse 

(294,873) 

277,549 

1,829,020 

1,769,000 

Rates 

Current  (0  -30  days) 

526,133 

821.602 

31  - 60  days 

232,677 

227,584 

61  - 90  days 

148,823 

224.057 

91-120  days 

123.404 

218,208 

121-365  days 

6.516,865 

5,687,881 

impairment 

(6,375,998) 

(5,687,881) 

1,171,904 

1,491,451 

Refuse 

Current  (0  -30  days) 

140,582 

120,763 

31  - 60  days 

156,730 

54.411 

61  - 90  days 

151,614 

50.274 

91-120  days 

150.373 

52,101 

121  -365  days 

2,830,266 

1,665,603 

Allowance  for  impairment 

(2,772.421) 

(1,665,603) 

657,144 

277,549 

Dannhauser  Local  Nlunicipallty 
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iotes  to  the  Annual  Financial  Statements 


Figures  in  Rand 

2013 

2012 

S.  Consumer  debtors  (continued) 

Summary  of  debtom  by  customer  classification 

Residential 

Current  (0  -30  days) 

592,289 

627,239 

31  - 60  days 

327.081 

243,724 

61  - 90  days 

253,559 

236,060 

91  - 120  days 

226,901 

232,038 

121  - 365  days 

8,995,328 

6,343,595 

Less:  Allowance  for  impairment 

10,395,158 

7,682,656 

(7,802,429) 

(7,353,457) 

2,592,729 

329,199 

National  and  provincial  government 

Current  (0  -30  days) 

74,426 

315,126 

31  - 60  days 

62,327 

38,271 

51  - 90  days 

46,877 

38,271 

91-120  days 

46,876 

38,271 

121  -365  days 

351,803 

1,009,862 

582,309 

1.439,801 

Total 

Current  (0  -30  days) 

666,715 

942,365 

31  - 60  days 

389,407 

281,995 

61  - 90  days 

300.437 

274,331 

91  - 120  days 

273,777 

270,310 

121  -365  days 

9,347,131 

7.353.457 

Less;  Allowance  for  impairment 

10,977,467 

9,122,468 

(9,148,419) 

(7.353,458) 

1,829,048 

1,769,000 

Reconciliation  of  allowance  for  Impairment 

Balance  at  beginning  of  the  year 

{7,353,457) 

(990  640) 

Contributions  to  allowance 

(1,794,962) 

(6,362,817) 

(9,148,419) 

(7,353,457) 

Consumer  debtors  past  due  but  not  impaired 

Consumer  debtors  which  are  less  than  5 months  past  due  are  not  considered  to  be  impaired.  At  30  June  2013.R  ' 
{2012:R  1 769.027  -)  were  past  due  but  not  impaired. 

1 829  048-  - 

The  ageing  of  amounts  past  due  but  not  impaired  is  as  follows; 

1 month  past  due 

666,715 

634,470 

2 months  past  due 

389,408 

269,025 

3 months  past  due 

300,437 

287,045 

4 months  past  due 

273,777 

270  310 

5 months  past  due 

198,712 

1,829,049 

1,460,850 
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Figures  in  Rand  2013  2012 


5.  Consumer  debtors  (continued) 

Consumer  debtors  impaired 

As  of  30  June  2013,  consumer  debtors  of  R 9,48,418  (2012:R  7,353,457  ).wei8  impaired  and  provided  for. 
The  amount  of  the  provision  was  R 9,148,  asof  30  June  2013  {2012:  R 7,353,457. 

The  ageing  of  these  loans  are  as  follows: 


OverSmonths  9,148,418  7,353,457 

S.  Cash  and  cash  equivalents 
Cash  and  cash  equivalents  consist  of; 


Cash  on  hand 
Bank  balances 

Other  cash  and  cash  equivalents 


395  3,200 

22,008,618  2.282.522 

2,773 


22,011,786  2,285,722 


The  municipality  had  the  following  bank  accounts 


Account  number  / description 

Bank  statement  balances 

Cash  book  balances 

30  June  2013 

30  June  2012 

30  June  2013 

30  June  2012 

Standard  Bank 

433,742 

2,267.664 

. 

435,122 

2,282,522 

• 

First  National  Bank 

2,926,417 

. 

(1.913,235) 

. 

First  National  Bank 

23,486,731 

- 

- 

23,486,731 

- 

- 

Total 

26,846,890 

2,267,664 

• 

22,008,618 

2,282,522 

- 

7.  Investment  property 

2013 

2012 

Cost  / 

Accumulated  Carrying  value 

Cost  / 

Accumulated  Carrying  value 

Valuation 

depreciation 

Valuation 

depreciatiort 

and 

and 

accumulated 

accumulated 

impairment 

impairment 

investment  property 

8,709,000 

8,708,000 

8,708.000 

- 

8,708,000 

Reconcillabon  of  investment  property ' 2013 

Opening 

balance 

Total 

Investment  property 

8,708,000 

8,708,000 

Reconciliation  of  Investment  property  - 2012 

Opening 

balance 

Additions 

Total 

Investment  property 

6,508,000 

2,200,000 

8,708,000 

A register  containing  the  information  required  by  section  63  of  the  Municipal  Finance  Management  Act  is  available  for 
inspection  at  the  registered  office  of  the  municipality. 
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Dannhauser  Local  Municipality 

Annual  Financial  Statements  for  the  year  ended  30  June  2013 

Motes  to  the  Annual  Financial  Statements 

Figures  in  Rand  


2012 


S.  intangible  assets  (continued) 
Reconciliation  of  intangible  assets  - 2013 

Computer  software 

Reconciliation  of  intangible  assets  • 201 2 

Computer  software 


Opening  Additions  Amortisation  Total 
balance 

64.979  1.895  (20,687)  46,187 


Opening  Additions  Amortisation  Total 
balance 

64,192  56,108  (55,321)  64,979 


10.  Heritage  assets 


Mayoral  chain 


2013 

2012 

Cost  f 

Accumulated  Carrying  value 

Cost  / 

Accumulated  Carrying  value 

Valuation 

impairment 

Valuation 

impairment 

losses 

losses 

55,576 

55.576 

55.576 

55,576 

Reconciliation  of  heritage  assets  2013 


Mayoral  chain 

Reconciliation  of  heritage  assets  2012 


Mayoral  chain 

11.  Operating  lease 


Current  liabilities 

12.  Payables  from  exchange  transactions 

PAYE,  UiF  end  SDL 
Accrued  ieave  pay 

Retentions  on  contracts  with  creditore 

Trade  accruals 

Creditors  control 

Salary  control  leave  encashment 


Opening  Total 
balance 


55,576  55,576 


Opening 

Total 

balance 

55,576 

55,576 

(6,664) 

(26,189) 

1,534,361 

1,888,718 

1,083.110 

948,693 

1,186.490 

1,186,490 

3.685.774 

10,593,428 

678,042 

- 

399,541 

559,706 

8,567,318 

15,177,035 
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Figures"  m Rand 

13.  Unspent  conditional  grants  and  receipts 
Unspent  conditional  grants  and  receipts  comprises  of: 


Storm  relief 

2,154,759 

2,154,759 

MiG  retention 

174,564 

373,537' 

Tourism  support  grant 

61.379 

61,379 

GIS  grant 

66,053 

66,053 

Emafiisini  KNPA  roads  project 

112,437 

112,437 

Rural  infrastructure 

344,148 

344,148 

Land  use  management  systems 

102,354 

102.354 

Kwagule  bakery-reserves 

53,440 

53,440 

IMP  monitoring  system  (KZN  Province) 

58,830 

58,830 

Health  RSC-cemetery  project 

58,336 

58,336 

Mig  Guarantee 

767,743 

767,743 

MIG  grant 

- 

(197,996) 

Community  Library  Grant 

(225,519) 

- 

MSIG  grant 

- 

(442,655) 

Electrification  grant 

(2,139.480) 

(2,139,480) 

Community  participation  grant 

40,095 

• 

Small  Town  Rehab 

6,408,383 

• 

Electrification  Grant  2 

15,375,000 

- 

23,412,522 

1,372,885 

The  nature  and  extent  of  government  grants  recognised  in  the  annual  financial  statements  and  an  Indication  of  other  forms  of 
government  assistance  from  which  the  municipality  has  directly  benefited;  and 

Unfulfilled  conditions  and  other  contingencies  attaching  to  government  assistance  that  has  been  recognised. 

14,  Provisions 

Reconciliation  of  provisions  • 2013 


Landfill  site 


Opening  Additions  Total 
Balance 

3,255.000  162,750  3,417,750 


Reconciliation  of  provisions  - 2012 


Opening  Additions  Total 

Balance 

Landfill  site  3.100,000  155.QQ0  3,255,000 


The  provision  for  landfill  site  is  the  cost  of  levelling  the  land  in  the  next  financial  year.  The  landfill  site  is  levelled  on  an  annual 
basis,  the  provision  is  calculated  based  on  the  costs  incurred  in  the  current  financial  year  in  respect  to  levelling  and  this  had 
been  adjusted  for  inflation.  The  amount  provided  is  the  best  estimate  calculated. 
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Employee  benefit  obligations 

The  amounts  recognised  to  the  statement  of  financial  position  are  as  follows: 
Ganying  value 

Post-employment  medical  benefits 


f14,842,988)  (11,786,918) 
s three  funds  which  provide  retirement 


Changes  in  the  present  value  of  the  defined  benefit  obligation  are  as  follows; 


Opening  balance 

Net  expense  recognised  in  the  statement  of  financial  performance 


Net  expense  recognised  in  the  statement  of  financial  performance 
Current  service  cost 

Key  assumptions  used 

Assumptions  used  at  the  reporting  date: 

Avarage  Retirement  age-female 
Avarage  Retirement  age-male 
Discount  rates  used 
Annua!  salary  inflation 

Genera!  increase  to  medical  aid  contribution 
Proportion  continuing  membership  at  retirement 
Proportion  of  refiring  members  who  are  married 
Percentage  of  Salary  contributing  to  medical  aid 
Future  Pensioners  Medica!  Inflatior) 

Mortality  of  in  service  members(Light) 

Mortality  of  pensioners  ultimate  (mal6&  female) 


11.786,918  5,316,046 

3,056,070  6,470.872 


14,842,888 

11,786,918 

3,056,070 

6,470,872 

60 

60 

63 

63 

8.80  % 

8.80  % 

8,00  % 

8.00  % 

12,00  % 

12.00% 

63.00  % 

63.00  % 

90,00  % 

90.00  % 

20.00  % 

20.00  % 

12.00  % 

12,00  % 

2.00  % 

2.00  % 

12.00  % 

12.00  % 

* it  was  also  assumed  that  there  would  be 
result  in  a prudent  provision. 


no  contnbution  reduction  as  a result  of  divorce  / child  death.  This  assumption  would 


IS.  Service  charges 
Refuse  removal 


826,492 


755,190 
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Figures  in  Rand 

201-3 

2012 

17.  Other  Income 

Drivers  license  cards 

237,192 

184,585 

Rates  clearing  certificates 

17,009 

17,432 

Cemetery  fees 

12,056 

12,938 

Encroachments 

1,110 

1,110 

Sundry  income 

226,033 

15.1576 

Housing  claims 

72,628 

- 

18.  Property  rates 

568,028 

367,641 

Rates  received 

Residential 

2,806,124 

2.632,243 

Commercial 

5,604,042 

5,256,788 

State 

282,399 

266,463 

8,693,186 

8.154,494 

Valuations 

Residential 

682,277,600 

682,277,600 

Commercial 

81.601,000 

81.601,000 

State 

144.414,000 

144.414,000 

908,292,600 

908,292,600 

Valuations  on  land  and  buildings  are  performed  every  four  years.  The  last  valuation  came  into  effect  on  02  June  2008,  Interim 
valuations  are  processed  as  vvfhen  municipality  become  aware  of  changes  in  the  individual  property  values  due  to  alterations. 
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Statements 


19.  Government  grants  and  subsidies 


Equitable  share 


Financial  Management  Grant 

MIG  Grant 

Small  Town  Rehabilitation  Grant 

Community  Library  Grant 

Community  participation  grant 

Community  Part  Grant  Income 

MSiG  Grant 

47.502.000 
1.250.000 

18.604.000 
3,591.617 

159,905 

800.000 

39,598,000 

1,250,000 

18,606,309 

8.487.213 

(3,071.305) 

1.582,005 

71,907,622 

66,452,222 

cquitaoie  Share 

In  terms  of  the  Constitution,  this  gran,  is  useO  to  suhsio.se  the  pro.sion  of  basic  services  to 
Storm  relief 

indigent  community  members. 

Balance  unspent  at  beginning  of  the  penod 

Currenttyear  receipts 

Conditions  met  - transferred  to  revenue 

2.154.759 

2.154,759 

2,154,769 

2,154,758 

Conditions  stilt  to  be  met  - remain  liabilities  (see  note  13). 

MIG  Retention 

Balance  unspent  at  beginning  of  the  period 

Current-year  receipts 

Conditions  met  - transferred  to  revenue 

373,537 

(198,973) 

897,092 

(523,555) 

Conditions  still  to  be  met  - remain  liabilities  (see  note  13). 

Tourism  Support  Grant 

174,564 

373,537 

Balance  unspent  at  beginning  of  the  period 

Current-year  receipts 

Conditions  met  - transferred  to  revenue 

61,379 

208,529 

(147,150) 

Conditions  still  to  be  met  - remain  liabilities  (see  note  13). 

CIS  Grant 

61,373 

61,379 

Balance  unspent  at  beginning  of  the  period 

Current-year  receipts 

Conditions  met  - transferred  to  revenue 

66.053 

66,053 

66,053 

66,053 

Conditions  still  to  be  met  - remain  liabilities  (see  note  13). 
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Figures  in  Rand 

2013 

2012 

1 9.  Government  grants  and  subsidies  {continued) 

Emafusini  KNPA  roads  project 

Balance  unspent  at  beginning  of  the  period 

112,437 

112,437 

Current-year  receipts 

- 

- 

Conditions  met  - tfansferred  to  revenue 

- 

- 

Conditions  stilt  to  be  met  - remain  liabilities  {see  note  13). 

112,437 

112,437 

Rural  infrastructure 

Balance  unspent  at  beginning  of  the  period 

344,148 

344,148 

Current-year  receipts 

- 

- 

Conditions  met  - transferred  to  revenue 

- 

- 

Conditions  still  to  be  met  - remain  liabilities  (see  note  13). 

344,148 

344,148 

Land  use  management  systems 

Balance  unspent  at  beginning  of  the  period 

102,354 

102,354 

Current-year  receipts 

- 

- 

Conditions  met  - ti-ansferred  to  revenue 

- 

- 

Conditions  still  to  be  met  - remain  liabilities  (see  note  1 3). 

102,354 

102,354 

Kwagule  bakery-reserves 

Balance  unspent  at  beginning  of  the  period 

53,440 

53,440 

Current-year  receipts 

- 

- 

Conditions  met  - transferred  to  revenue 

- 

' 

Conditions  stilt  to  be  met  - remain  liabilities  (see  note  13). 

53,440 

50,440 

IMP  monitoring  system  (K2N  Province) 

Balance  unspent  at  beginning  of  the  period 

58,830 

58,830 

Current-year  receipts 

- 

- 

Conditions  met  - transferred  to  revenue 

- 

- 

Conditions  still  to  be  met  - remain  liabilities  (see  note  13). 

53,830 

58,830 

Health  RSC-cemetery  project 

Balance  unspent  at  beginning  of  the  period 

58,336 

58,336 

Current-year  receipts 

- 

- 

Conditions  met  - transferred  to  revenue 

- 

- 

58,336 

58,336 

Conditions  still  to  be  met  •-  remain  liabilities  {see  note  13). 
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2012 


1 S.  Government  grante  and  subsidies  (continued) 

Provide  explanations  of  conditions  still  to  be  met  and  other  relevant  information. 
MIG  Guarantee 

Balance  unspent  at  beginning  of  the  period 

Current-year  receipts 

Conditions  met  - transferred  to  revenue 


Conditions  still  to  be  met  - remain  liabilities  (see  note  13). 
MiG  Grant 

Balance  unspent  at  beginning  of  the  period 

Current-year  receipts 

Conditions  met  - transferred  to  revenue 


Conditions  still  to  be  met  • remain  liabilities  (see  note  13), 

Financfai  Management  Grant 

Balance  unspent  at  beginning  of  the  period 

Current-year  receipts 

Conditions  met  - transferred  to  revenue 


Conditions  still  to  be  met  - remain  liabilities  (see  note  13), 

Community  Library  Grant 

Current-year  receipts 

Conditions  met  - transferred  to  revenue 


Conditions  still  to  be  met  - remain  iiabilities  (see  note  13), 
MSIG  Grant 

Balance  unspent  at  beginning  of  the  period 

Current-year  receipts 

Conditions  met  - transferred  to  revenue 


Conditions  still  to  be  met  - remain  liabilities  (see  note  13). 


Electrification  Grant 


767,743 

831,208 

(63,465) 

767,743 

767,743 

(197,996) 

18,604.000 

15,337.000 

(18,406,004) 

(15,534,996) 

• 

(197,996) 

1,250,000 

1,250.000 

(1,250,000) 

(1,250,000) 

• 

- 

267,000 

(492,519) 

- 

(225.519) 

- 

(442,655) 

234,800 

800,000 

790,000 

(357,345) 

(1,467,455) 

- 

(442,655) 

(2,139,480) 

(2,139,480) 

“ 

- 

Balance  unspent  at  beginning  of  the  period 
Current-year  receipts 


Dannhauser  Local  Municipality 
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Notes  to  the  Annual  Financial  Statements 

^ures  in  Rand  ~ 

— 2013  2012 


19.  Government  grants  and  subsidies  (continued) 
Conditions  still  to  be  met  - remain  liabilities  (see  note  13). 
Community  Participation  Grant 


Balance  unspent  at  beginning  of  the  period 

Current-year  receipts 

Conditions  met  - transferred  to  revenue 

200,000 

(159,905) 

- 

40,096 

- 

Conditions  stil!  to  be  met  - remain  iiabilittes  (see  note  13). 

Smalltown  Rehabilitation  Grant 

Current-year  receipts 

Conditions  met  - transferred  to  revenue 

10.000.000 

(3.591,617) 

- 

6,408,383 

. 

Conditions  still  to  be  met  - remain  liabilities  (see  note  13). 

Electrification  Programme  Grant2 

Current-year  receipts 

15,375,000 

Conditions  still  to  be  met  - remain  liabilities  (see  note  13). 
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Figures  in  Rand 

2013 

2012 

20.  Employee  related  coats 

Employee  related  costs  - salaries  and  wages 

10,401,447 

10.288.097 

Employee  related  costs  - Casual  Salaries  and  Wages 

632,398 

577,176 

Medical  aid  - company  contributions 

1.437,542 

1,703,484 

Travel,  motor  car,  accommodation,  subsistence  and  other  allowances 

1,142,828 

366,565 

Housing  benefit  and  allowances 

18,565 

18,102 

Overtime  payments 

332,028 

515,143 

Performance  and  other  bonuses 

544,636 

831,897 

Other  employee  related  costs 

153,295 

100,503 

Stand-by 

34,823 

- 

14,698,052 

14,400,967 

Remuneration  of  Municipal  Manager 

Annual  Remuneration 

435,666 

386,606 

Car  Atlowance 

240.000 

312,647 

Performance  Bonuses 

80,000 

67,389 

Contributions  to  U!F, Medical  and  Pension  Funds 

44,334 

50,543 

800,000 

817,185 

Remuneration  of  Chief  Finance  Officer 

Annual  Remuneration 

46,354 

* 

Car  Allowance 

47,442 

Contributions  to  UIF,  Medical  and  Pension  Funds 

18,637 

- 

Backpay 

13,297 

- 

Other 

1,036 

- 

126,766 

■ 

Mrs  D Mohapi  was  appointed  in  May  2013  as  a Chief  Financial  Officer.  There  was  no  Chief  Financiai  Officer  in  the  previous 
year. 
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Annual  Financial  Statements  for  the  year  ended  3Q  June  2013 


Notes  to  the  Annual  Financial  Statements 

Figures  in  Rand 


2013  2012 


20.  Employee  related  costs  (continued) 
Remuneration  of  Technical  Service  Director 
MR  DL  Walker 


Annual  Remuneration 
Car  Allowance 
Performance  Bonuses 

Contributions  to  UIF,  Medical  and  Pension  Funds 

Telephone 

Backpay 

Otfier 


MR  Nene 

Annua!  Remuneration 
Car  Allowance 

Contributions  to  UIF,  Medical  and  Pension  Funds 

Telephone 

Other 


was  then  appointed  as  the  new  Technical  Service  Mananger  in  March  2013. 

Remuneration  of  Corporate  Services  Director 

Annual  Remuneration 
Car  Allowance 
Performance  Bonuses 

Contributions  to  UIF,  Medical  and  Pension  Funds 

Telephone  Allowance 

Backpay 

Other 


Remuneration  of  Community  Services  Director 

Annual  Remuneration 
Car  Allowance 
Performance  Bonuses 

Contributions  to  UIF.  Medical  and  Pension  Funds 

Telephone 

Backpay 

Bond 

Other 


21 . Remuneration  of  Councillors 

Executive  Mayor  (allowance  and  travel) 

Deputy  Executive  Mayor  (allowance  and  travel) 
Speaker  (allowance  and  travel) 

Councillors  (allowance  and  travel) 

Executive  Committee  Members  (allowance  and  travel) 


195.241 

252.008 

36.176 

58,231 

16,075 

21 ,203 

25,875 

85,051 

4,359 

- 

1.378 

. 

38  714 

_ 

317,818 

396,493 

100.100 

44,764 

. 

16,320 

- 

2,000 

. 

1,360 

- 

164,544 

- 

liddie  of  March  2013. 

Mr  Nene 

244,064 

227,567 

51,540 

60,832 

20,391 

18,049 

75,260 

68.137 

6,000 

. 

1,245 

59,237 

- 

457,737 

374,585 

244,064 

227.567 

52,218 

63,946 

19,147 

18.049 

120,525 

103,624 

6,000 

. 

2,489 

. 

6.284 

. 

3,462 

- 

454,169 

413,186 

538,100 

408,927 

246,471 

256.520 

444,471 

327,638 

2,654,323 

2,895.772 

473,211 

455,204 

4,356,576 

4,344,061 
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Dannhauser  Local  Municipality 

Annual  Financial  Statements  for  the  year  ended  30  June  2013 


Figures  in  Rand 


— 2013 2012 

21.  Remuneraiton  of  Councillors  (continued) 


In-kind  benefits 

The  Mayor,  Deputy  Mayor,  Speaker  and  Executive  Committee  Members  are  aii  part  time, 


22.  Depreciation  and  amortisation 


Property,  plant  and  equipment  

Intangible  assets 

22,897,322 

22,664,906 

20,687 

55,321 

23.  Impairment  of  assets 

impairments 

Property,  plant  and  equipment 

22,718,009 

22,720,227 

2,631,163 

135.437 

24.  Grante  and  subsidies  paid 

Equitable  share  : FBS  & FBE 

FMQ  Expense 

637,405 

403,516 

MSIG  Expense 

1,250,000 

1,410,001 

Municipa!  Zibambele 

800.000 

1,131,628 

Inter  Electrical  Project 

440.023 

. 

Library  grant 

- 

8.000,000 

Community  participation  grant 

189,205 

236.654 

3,316,633 

11,181,699 
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Dannhauser  Local  l^yniclpality 

Annual  Financial  Statements  for  the  yearendecf  30  June  2013 

Notes  to  the  Annual  Financial  Statements 


Figures  in  Rand 


25.  General  expenses 


Advertisements 
Re^se  Bins/Bags 
Audit  Fees-Extemat 
Bad  debts  written  off 
Bank  charges 
Books  and  publications 
Burial  of  destitute 
By  law  and  acts 
Catering 
Chemicals 
Cleaning  material 
Computer  expenses 
Condolatory  ftjnd 
Conferences  and  seminars 
Conventions 
Culture 

Contribution  to  Capita!  Budget 

Disabled  projects 

Disaster  rehabilitation 

Eiecfricity 

Entertainment 

Facilitation 

Gender 

HIV  Aids  grant  expenditure 
Hire  of  machinery 
Insurance 
LED 

Lend  Use  Management  (LUMS) 

Legal  costs 

License  fees 

License  fees 

Loose  tools 

Maps  and  plans 

Seeds  and  Plants 

Mayoral  expenses 

Membership  fees 

Postage  fees 

Printing  and  Stationary 

Professional  Fees 

Professional  services 

Project  launch  costs 

Promote  IDP 

Promote  public  participation 

Alternative  Energy 

Provision  for  landfill  site 

Provision  for  leave  pay 

Public  satisfaction  survey 

Mailteting  and  corporate 

Rental  land 

Rental  office  machine 

Road  Mariting 

Safety  equipment 

Security  and  alarms 

Senior  citizen  / disaster  management 

Skills  levy 

Sports 

Sports  fields 

Stock  material  and  other 

Subscriptions 


303.683 

295.549 

47.113 

67v541 

1,464,30f 

1,226,576 

1,345,989 

6,362.817 

108,215 

110,753 

4,304 

1,263 

149,643 

124,626 

1,812 

11.100 

145,004 

121,501 

17,982 

20,452 

50,117 

53,259 

- 

(362) 

(304) 

4,220 

534,922 

476,664 

- 

510,767 

117,961 

387,856 

(1.164,213) 

_ 

2,900 

77.158 

- 

460,014 

898,955 

899,462 

30,000 

40,173 

17,615 

26,330 

144,478 

575,391 

162,128 

611,361 

3.472,441 

4,818.687 

471.220 

457,331 

286,813 

91,495 

- 

26.528 

95,363 

116,246 

- 

25 

26.213 

16,452 

1,214 

495 

7.528 

6.105 

4,472 

886 

292,718 

362,072 

450,000 

400,000 

131,842 

109.817 

285,829 

301,919 

3,585.539 

2,676,960 

324,690 

341.102 

231,911 

112,447 

187,544 

291,466 

392.445 

418,216 

1.160,901 

1.518,440 

162,750 

155,000 

276,685 

141.268 

- 

60,000 

211,043 

193,511 

122.14Q 

148,089 

591.370 

620,809 

1,930 

75,152 

38 

59,786 

986,892 

866,817 

1,514,932 

2,400,535 

168,589 

157,926 

450,879 

695,664 

- 

18,410 

30,286 

2.514 

- 

939 
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Oanniiauser  Loeai  IWynIcIpality 

Annual  Financial  Statements  for  the  year  ended  30  June  2013 

Motes  to  the  Annyaf  Financial  Statements 

Figures  in  Rand  

— 2013  2012 


25.  General  expenses  (continued) 

Subsistence  and  travetlino 

Sundry  expenses 

1.449,297 

1,432,240 

Telephone 

312 

50,670 

Tourism 

698,944 

745,210 

Town  cleaning 

855 

3,250 

Training  direct  expense 

2.997 

Translation  / interpretation 

367,501 

538,742 

Transport  official  vehicles 

- 

1,274 

Valuation  Coste  -Interims 

1,164,933 

859,652 

VAT  Adjustment 

200,788 

(67,974) 

Entertainment 

(2,331,871) 

(3,101.182) 

Valuation  reduction 

54,208 

43,882 

Ward  constituancy  meeting 

1,083,590 

1,323,835 

Ward  council  committee 

759,309 

731,154 

Water 

1.631,359 

1.041,987 

Wori<m3n's  compensation 

102.260 

155,591 

Youth 

- 

16.867 

124,885 

341,280 

26.  Auditors*  remuneration 

25,614.207 

34.266,053 

Fees 

1.464,307 

1,226.576 

27.  Rental  of  facilities  and  equipment 

Premises 

Rental  of  investment  properties 

127,651 

28.  Cash  generated  from  operations 

103,909 

Surplus  (deficit) 

Adjustmente  fori 

4,731,403 

(17,765,443) 

Depreciation  and  amortisation 
(Gain)/  Loss  on  disposal  of  asset 

22.718,009 

22,720,227 

Impairment  deficit 

(141,394) 

121.834 

Movements  in  operating  lease  assets  and  accruals 

2,631,1(33 

135,437 

Movements  in  retirement  benefit  assets  and  liabilities 

(19,525) 

- 

Movements  in  provisions 

3,056,070 

6,470,872 

Provision  for  Bad  Debts 

162,750 

156,000 

Leave  Accrual 

- 

6,362.817 

Changes  in  working  capital: 

- 

141,268 

Receivables  from  exchange  transactions 

Consumer  debtors 

(217,192) 

154,606 

Payables  from  exchange  transactions 

(60,020) 

(583,943) 

VAT 

(6,609.717) 

6,267.198 

Unspent  conditional  grants  and  receipts 

524,328 

1,017,687 

Movement  in  reserve 

22,039,637 

(6,858,509) 

84,367 

545,179 

Dannhauser  Local  f^unictpallty 

Annual  Financial  Statements  for  the  year  ended  30  June  2013 

^Qtes  to  the  Annual  Financial  Statements 

Figures  in  Rand 


29.  Commitments 


2013  2012 


Commitments  In  respect  of  capital  expenditure 
Already  approved  and  contracted  for 


360,000 

1,372,884 

Already  approved  and  but  not  yet  contracted  for 
“ Other  financial  assets 

19.375,000 

tnfrustructure  assets  and  will  be  financed  by  available  bank  facilities, Small 
rehabilitation  grant,  retained  surpluses,  funds  internally  generated,  etc. 

Town 

Operating  leases  - as  lessee  (expense) 

Minimum  lease  payments  due 

- within  one  year 

- in  second  to  fifth  year  inclusive 

25,307 

318,259 

36,508 

177,118 

343,566 

213,626 

payments  represent  rentals  payable  by  the  municipality  for  certain  of  its  office  properties.  Leases  are 
payabte  ^ ^ average  term  of  seven  years  and  rentals  are  fixed  for  an  average  of  three  years.  No  contingent  rent  is 

Operating  leases  - as  lessor  (income) 

Minimum  lease  payments  due 
• within  one  year 
- in  second  to  fifth  year  inclusive 

83.144 

191.391 

24,705 

124,187 

274,635 

148,892 

30.  Risk  management 


Liquidity  risk 


IMdT.rr!J  fhm' Yh"'  “ commitments.  The  municipality  manages 

liquidity  nsk  through  an  ongoing  review  of  ftjture  commitments  and  credit  facilities.  ^ ^ ® 


Cash  flow  forecasts  are  prepared  and  adequate  utilised  borrowing  facilities  are  monitored. 

The  municipality's  financial  liabilities  are  ail  classified  as  current  liabilities,  payable  within  the  next  12  months. 
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Annual  Financial  Statements  for  the  year  ended  30  June  2013 

Notes  to  the  Annual  Financial  Statements 

Figures  in  Rand  2013  2012 


30.  Risk  management  (continued) 
Credit  risk 


Credit  risk  consists  mainly  of  cash  deposits,  cash  equivalents,  derivative  financial  instruments  and  trade  debtors.  The 
municipality  only  deposits  cash  with  major  banks  with  high  quality  credit  standing  and  limits  exposure  to  any  one  counter-party. 

Trade  receivables  comprise  a widespread  customer  base.  Management  evaluated  credit  risk  relating  to  customers  on  an 
ongoing  basis.  If  customers  are  independenUy  rated,  these  ratings  are  used.  Otherwise,  if  tfiere  is  no  independent  rating,  risk 
control  assesses  the  credit  quality  of  the  customer,  taking  into  account  its  financial  position,  past  experience  and  other  fectors. 
Individual  risk  limits  are  set  based  on  internal  or  external  ratings  in  accordance  with  limits  set  by  the  board.  The  utilisation  of 
credit  limits  is  regularly  monitored.  Sales  to  retail  customers  are  settled  in  cash  or  using  major  credit  cards.  Credit  guarantee 
insurance  is  purchased  when  deemed  appropriate. 

Financial  assets  exposed  to  credit  risk  at  year  end  were  as  follows; 


Financial  instrument 
Cash  at  bank 
Investments 

Trade  and  other  receivables 
Vat  Recievable 

Maricet  risk 


2013  2012 

3,168  2,285,722 

13,458,115  10.617.305 

8,024,222  2,174.438 

4,460.798  1,623,817 


interest  rate  risk 

As  the  municipality  has  no  significant  interest-bearing  assets,  the  municipality's  income  and  operating  cash  flows  are 
substantially  independent  of  changes  in  market  interest  rates.  The  municipality  has  no  interest  bearing  liabilities. 


31.  Additional  disclosure  in  terms  of  Municipal  Finance  Management  Act 
Contributions  to  organised  local  government 


Current  year  subscription  / fee 

450,000 

- 

Audit  fees 

Opening  balance 

977,418 

977.418 

Current  year  subscription  / fee 

770.795 

977,418 

Amount  paid  - previous  years 

(770,795) 

(977,418) 

977.418 

977,418 

PAYEartd  UIF 

Opening  balance 

41,819.429 

1,062,829 

Current  year  subscription  / fee 

2,257,081 

40,756,600 

Amount  paid  - current  year 

(2,257,081) 

41,819,429 

41,819,429 

Pension  and  Medical  Aid  Deductions 

Current  year  subscription  / fee 

3,512,552 

432.952 

Amount  paid  - current  year 

(3,512,552) 

(432,952) 

- 

- 
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Annual  Financial  Statements  for  the  year  ended  30  June  2013 

Motes  to  the  Annual  Financial  Statements 

Figures  In  Rand 

31.  Additiofial  disclosure  in  terms  of  Municipal  Finance  Management  Act  (continued) 
VAT 

VAT  receivable 

VAT  output  payables  and  VAT  input  receivables  are  shown  in  note  3. 

A!!  VAT  returns  have  been  submitted  by  ttie  due  date  Uiioughout  the  year. 

32.  Fruitless  and  wasteful  expenditure 

Penalties  and  Interest  on  late  payment 
Eskom  and  Telkom  interest  on  late  Payment 
Condoned  and  written  off  by  Council 


,623,817 


194,565 

2,721 

- 

(2,721) 

- 

194,566 

■ 

33.  Changes  In  accounting  policy 

Accounting  Policy  l.this  have  been  implemented  retrospectively  as  at  30  June  2013. 

• Grap  21  imptimantatjon  of  Non-  Cash  generating  Assets 

• Grap  23  Revenue  from  Non- exchange  Transactions 

• Grap  24  Presentation  of  Budget  information  in  Financial  statements 

• Grap  26  Impairment  of  Cash- Generating  Assets 

• Grap  103  Heritage  Assets 

• Grap  104  Financial  Intruments 

The  Accountlhg  policies  were  change  .n  accordance  with  theee  rtew  standards  of  GRAP  and  restatements  was  naoessaty  for 
GRAP  103.  Heritage  Assets. 

A Budget  Statement  and  Annexures  £(1}  to  E(5)  included  in  these  financial  statements  to  comply  with  Grap  24. 

The  disclosure  of  Financial  Instruments  in  Note  was  Changed  in  accordance  with  GRAP  104 
None  of  these  GRAP  standards  nao  an  effect  on  the  financial  position  of  tha  municipality. 

GRAP  103-  Heritage  Assets 

The  municipality  elected  to  prepare  its  Accounting  Policies  for  Heritage  Assets  in  terms  of  GrapJ03  for  the  financial  year 
2012/2013.  The  full  net  assets  have  recognised  retrospectively  in  the  Annual  Financial  Statements. 

The  comparative  amounts  have  been  restated. 


The  prior  year  figures  of  property  plant  and  equipment  and  Heritage  assets  have  been  restated  to  correctly  disclose  the  assets 
held  by  the  municipality  interms  of  GRAP  103. 

Ths  aggregate  effect  of  the  changes  in  accounting  policy  on  the  annual  financial  statements  for  the  year  ended  2013  is  as 
follows: 
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Annua!  Financial  Statements  for  the  year  ended  30  June  2013 

Notes  to  the  Annual  Financial  Statements 

Figures  in  Rand  


2012 


3S;  Changes  in  accounting  policy  (continued) 

Statement  of  financial  position 

Reclassification  of  Property,  plant  and  equipment  and  Heritage  Assets 


Balances  as  published  as  at  30  June  2012 
Transfers  to  Heritage 


Property  plant  Heritage 

and  Assets 

equipment 
233.022J80 

(55,576) 55,576 

232,967,1  M 55,576 


34.  Contingencies 


Litigation  and  claims  against  the  municipality  consist  of: 

- A claim  by  Rafiq  Khan  & Company  which  has  an  estimated  payment  amount  of  R10  000. 

- A claim  by  Roy  Ramdaw  in  which  a fair  estimate  of  R500  000  was  provided. 

The  outcomes  of  the  claims  listed  above  are  possible  but  unlikely. 

The  Backpays  with  an  estimated  amount  of  R271  138.69  has  been  declared  as  a possible  payments  that  has  to  be  made  by 
the  Municipality  in  the  near  future. 

36.  Prior  period  errors 

The  Cash  Flow  statement  for  the  Prior  year  has  been  restated  due  to  prior  year  errors. 

Operating  lease  liabiiily  was  overstated  in  the  prior  year  annual  financial  statements  . 


The  error  is  corrected  in  the  current  financial  year  ( see  note  35). 

The  correction  of  the  erfor(s)  results  in  adjustments  as  follows. 

Statement  of  financial  position 
Operating  lease 
Accumulated  surplus 

36.  Irregular  expenditure 

Add;  Irregular  Expenditure  - current  year 


(11.006) 

11,006 


17,139,985 


Details  of  irregular  expenditure  - current  year 

The  current  year  irregular  expenditure  is  made 
up  of  the  following  reasons  ; 

The  Bid  adjudication  committee  did  not  compose 
of  four(4)  as  per  SCM  regulatton,  because  the 
CFO  was  not  appointed  at  that  time.  All  bids 
awarded  during  that  period  had  to  be  categorise 
as  non  compliance  and  also  award  that  were 
given  to  the  suppliers  without  three  quotations 
and  valid  tax  clearance. 
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Schedule  of  external  loans  as  at  30  June  2010 


Development  Bank  of  South 
Africa 


Schedule  of  externa!  loans  as  at  30  June  2010 


Annuity  loans 


Schedule  of  external  loans  as  at  30  June  2010 


< 

X 


-O 


a 

< 


Annuity  loans 
Government  loans 


t as  at  30  June  2013 


Anal/sis  of  property,  plant  and  equipment  as  at  30  June  2013 


Analvsls  of  property,  plant  and  equipment  as  at  30  June  2012 


Anaivsis  of  property,  plant  and  equipment  as  at  30  June  2012 
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Analysis  of  property,  plant  and  equipment  as  at  30  June  2012 


Segmental  analysts  of  properly,  plant  and  equipment  as  at  30  June  2013 


Segmental  analysis  of  property,  plant  and  equipment  as  at  30  June  2013 
Cost/Revaluation  Accumulated  Depreciation 
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Segmental  Statement  of  Financial  Performance  for  the  year  ended 
Prior  Year  Current  Y 


Actual  Actual  Surplus 

income  Expenditure  /(Deficit) 

Rand  Rand  Rand 


Actual  Ac^ai  Surplus 

income  Expenditure  /(Deficit) 

Rand  Rand  Rand 


Municipality 

- Executive  & Coundl/Mayor  and  Council 

- Finance  & Admin/Finance 

- Planning  and  Development/Economic 
Development/Plan 

- Heaim/Clinics 

- Comm.  & Social/Librartes  and  archives 

- Housing 

- Public  Safety/Police 

- Sport  and  Recreation 

- Environmental  Protection/Pollution 
Control 

' Waste  Water  Management/Sewerage 

- Road  Transport/Roads 

* Water/Water  Distribution 

- Electricity  /Electricity  Distribution 

- Other/Air  Transport 


Municipal  Owned  Entities 


Other  charges 


Municipality 

Municipal  Owned  EntiSes 
Other  diarges 


Se9niental  Statement  of  Financial  Performance  for  the 
Prior  Year 


Actual 

Income 

Rand 


Actual  Surplus 

Expenditure  /(Deficit) 
Rand  Rand 


Surplus 

/(Deficit) 

Rand 


Page  58 


Actual  versus  Buciget(Revenue 


Current  year  Current  year 
2012  2012 

Act.  Bal.  Adjusted  Variance 

budget 

Rand  Rand  Rand  Var 


Revenue 

Sate  of  goods 
Sate  of  goods  in 
agricuiturai  activities 
Rendering  of  services 
Rendering  of  services  in 
agricultural  activities 
Property  rates 

Service  charges  826,492 


826.492 


Sates  of  housing 
Construction  contracts 
Royalty  income 

Rental  of  facilities  and  127,661 

equipment 

interest  received  (trading) 

Dividends  received 
income  from  agency 
services 


Licences  and  permits  1,211.015 

Municipal  Revenue  UD1 
Municipal  Revenue  UD2 


Miscellaneous  other 
revenue 

Administration  and 
management  fees 
received 
Fees  earned 
Commissions  received 
Royalties  received 
Renta!  income 
Discount  received 
Recoveries 
Other  income  1 
Other  income  2 
Financial  intrumenls  - Fee 
income 

Other  income  - (rollup)  566,028 

Other  farming  income  1 

Other  farming  income  2 

Other  farming  income  3 

Other  farming  income  4 

Other  farming  income 

Government  grants 

Interest  received  - 

investment 

Interest  received  other  1,047,737 

Dividends  received  - 


566,028 


1,047,737 


2010 


Explanation  of  Significant  Variances 
greater  than  10%  versus  Budget 


(Etqjfanations  to  be  recorded) 


3.778.923 


3,778.923 
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Actual  versus  Budget(Revenue  and  Expenditure)  for  the  year  ended  30  June 

2010 


Current  year  Current  year 
2012  2012 

Act.  Bai,  Adjusted  Variance  Explanation  of  Significant  Variances 

budget  greater  than  10%  versus  Budget 


Expenses 


Personnel 

(14,698,052) 

- 

(14,698,052) 

Manufacturing  - 

- 

- 

- 

Employee  costs 
Remuneration  of 

(4.356,576) 

(4.356,576) 

councillors 

Administration 

. 

Transfer  payments 

(3,056,070) 

- 

(3,066,070) 

Depreciation 

(22.697,322) 

- 

(22.697,322) 

Impairment 

- 

- 

- 

Amortisation 

(20,687) 

- 

(20,687) 

Impairments 

(2,631.163) 

- 

(2.631,163) 

Reversal  of  impairments 

- 

- 

- 

Finance  costs 

. 

- 

. 

Debt  impairment 

- 

- 

- 

Collection  costs 

. 

- 

- 

Repairs  and  maintenance 

- 

- 

. 

< Manufacturing  expenses 
Repairs  and  maintenance 

(3,680.989) 

(3,680,989) 

- General 

Repairs  and  maintenance 

. 

. 

. 

* General 

Bulk  purchases 

. 

. 

. 

Contracted  Services 

- 

- 

- 

Grants  and  subsidies  paid 

(3,316,634) 

- 

(3,316,634) 

Cost  of  housing  sold 

- 

- 

- 

General  Expenses 

(25,614,205) 

- 

(25,614.205) 

Other  {taken  out  of 

- 

- 

- 

General  expenses) 

Other  (taken  out  of 

. 

. 

General  expenses) 

Other  (taken  out  of 

. 

General  expenses) 

Other  (taken  out  of 

. 

. 

. 

General  expenses) 

Other  (taken  out  of 

Genera!  expenses) 

(80.071,698)  - (80,071,698) 

Other  revenue  and  costs 

Gain  or  loss  on  disposal  141,394  - 141,394 

of  assets  and  liabilities 

Gain  or  loss  on  exchange  - _ . 

differences 

Fair  value  adjustments  ... 

Gains  or  losses  on  . . . 

biological  assets  and 
agricultural  produce 

Income  from  equity  . , _ 

accounted  investments 

Gain  or  loss  on  disposal 

of  non-current  assets  held 

for  sale  or  disposal 

groups 
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Actual  versus  Budget(Revenue  and  Expenditure!  for  the  year  ended  30  June 


Current  year  Current  year 
2012  2012 

Aot.  BaL  Adjusted 

budget 

Variance 

Explanation  of  Significant  Variances 
greater  than  10%  versus  Budget 

Taxation 

Discontinued  operations 

- 

- 

“ 

" 

141,394 

- 

141,394 

- ■ ■■ 

Net  surplus^  (deficit)  for 
the  year 

(76,151.381) 

- 

(76.151,381) 

' 
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